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Frequently, every banker is embarrassed 
by a request for a loan which he realizes 
isn’t profitable or suited to his method of 
operation ... but which should be taken 

‘are of somehow because of other consid- 


erations. Too many headaches can be 
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traced to loans of this type. 
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their merits. 


Many commercial banks solve this prob- 
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lem by referring undesired, but not unde- 


sirable loan applications, to their local 


Morris Plan is fortunately able to handle 
such loans considerately, but without 


“entangling alliances”... strictly on 
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*LETTERS- 


A Vote of Confidence 


Sirs: I thought you 
might be interested to see 
the attached reprint of an 
advertisement entitled 
“‘Here’s Proof Of Our Con- 
fidence, Mr. President,” 
4 . . 

' which we ran in the local 
§ newspapers in Richmond, 
b 








"1 ash the bankers of this country to rene 

their confidence im the people of this coum 

O79 000% —President Rooses 
pasteg below che eervane oclprs Annem 





Here’s Proof of 
OUR CONFIDENCE 
Mr. President 





ast seven months, while the press and the Administration i 
bd. es 


Petersburg, Newport 

News, Roanoke, and Nor- 
, folk during the month of 
+ November. 











i We have received a 
F | great many favorable com- 
i / ments, and it may be that 
F wing from 8100 so $110,000 _ some of your readers 
; § would like to develop the 
; —— * idea on aé_ewide= scale 
| ; throughout the country. 
: The Morris Plan ‘Bank of Virginia -— ‘Troomas C. BousHALL, 
THE BANK FOR THE INDIVIDUAL | President, 
ee eS ee oe 3 The Morris Plan Bank 
2 4 of Virginia, 
ereemer <coee: — wall Richmond, Virginia 
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Mortgage Record of Wide Interest 
Mr. R. D. Maruias: 


Your article captioned ““A Compact Mortgage Record” ap- 
pearing in the December issue of T’he Burroughs Clearing House was 
read with much interest by the undersigned. I can appreciate the 
examiner’s recommendations as I am on the examining force of the 
State Banking Department of California. I can also appreciate 
the loaning officer’s viewpoint as I have been a loaning officer. I 
am sure that the record card you have compiled will be of much 
assistance to the examiner as well as your own officers. 

I would like to have a few sample cards to show to some of our 
bankers and would appreciate your kind attention to this request. 
If you have a completed card, I would be glad to have this for a 
personal sample. 

N. C. MatrrHews, Examiner, 
State Banking Departinent of California, 
San Francisco, California 


Note: This is but one of a great many similar letters received 
by Mr. Mathias as a result of his article. 


o e 


To Promote Better Housing 


Sirs: Iam pleased to enclose a photograph of the better hous- 
ing exhibit which we conceived and set up in our bank with the 
co-operation of local builders and dealers to stimulate interest in 
I’. H. A. Loans. A large section of the lobby was set apart for the 
exhibit, access to which is gained through a miniature house front. 
Within are displays by local dealers featuring many nationally 
known products. 

A newspaper adver- 
tising and editorial cam- 
paign accompanied this 
effort. Motion picture 
houses run “trailers” 
announcing the exhibit 
without charge. In the 
first week several hun- 
dred people viewed the 
display which evoked so 
much friendly comment 
that the list of exhibi- 
tors will probably be 
doubled. Ithas proved 
not only an unusual 
stimulus to F.H.A. loan 
applicants but excellent advertising for the bank. 


To the best 
of our knowledge it is the first complete F.H.A. display set up 
in a bank lobby. 
Dun tap C. CvLark, President, 
The American National Bank of Kalamazoo, 
Kalamazoo, Michigan 
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Home Financing Institutions 


Sirs: It occurred to us that you would be interested in a copy 
of a booklet which is just off the press, covering the activities and 
scope of the various ““Home Financing Institutions” established 
by the Federal Government. 

This booklet has been compiled by Dr. Howard H. Preston, of 
the University of Washington, and is being forwarded with the 
compliments of the Washington Mutual Savings Bank to all banks 
and financial institutions in the State of Washington. 

We believe that a work of this nature will be of assistance in 
clarifying the functions and relationships of the various Federal 
loaning agencies. 

DieETRICH ScuHMItTz, President, 
Washington Mutual Savings Bank, Seattle, Washington 


e Sf 


Those Reports for Washington 


Sirs: I have read with interest and much amusement your 
story, ““Those Reports for Washington,” which appears in the 
November, 1934, issue of The Burroughs Clearing House. 

C. A. Poo.e, Secretary to the Comptroller, 
Treasury Department, Washington, D. C. 
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. In which Correspondent Van Vlissingen 
takes a turn around East Texas, visiting 
bankers in the oil, cattle, 

runs into an oil boom. . 
deposits, loans, interest rates and profits 


By 


EAVING downtown Dallas at 
8:30 brought me early to The 
State National Bank of Garland, 

Texas —population 4,000. ‘This bank 
is not faring badly,” admits A. R. 
Davis, president. ‘“‘The bulk of our 
money is loaned out, less than 33 per 
cent is in cash, enough so that we are 
eager to loan to anyone who will repay. 
But responsible people in our com- 
munity simply don’t want to get in 
debt. In all loan classifications, there 
is no really active demand for credit. 
“With $600,000 of deposits, we have 
$200,000 out on Commodity Credit 
Corporation cotton loans, $100,000 of 
cotton and cotton seed acceptances, 


ARTHUR VAN VLISSINGEN, Jr. 


cotton country 
. discusses 









$163,000 in local loans partly com- 
mercial but the bulk agricultural. With 
our bonds, we are getting a substantial 
revenue. There will be, as always, a 
sizable spring demand for crop loans 
from farmers entitled to them. Inci- 
dentally, the only depression-proof 
assets in our bank were small notes of 
small tenant farmers. They paid! 

“Our big problem now is to reduce 
expenses and interest paid. We accept 
no savings deposits, accept C/D funds 
only from checking customers. We are 
making some money this year. We 
can’t complain.” 

Next stop Rockwall, seat of Rock- 
wall County, smallest in Texas. M. H. 





Ewing Galloway 


McKoy, active vice-president, The 
First National Bank in Rockwall, is 
cheerful although profitable banking is 
not easy these days. This bank shows 
net earnings of about $3,000 for 1934, 
6 per cent on its capital structure, | 
per cent net on deposits; the profit is 
principally traceable to economies. 
When Rockwall had two banks, the 
community could not support them. 
They merged and one bank now 
handles the job satisfactorily. Time 
money is not in favor because of its cost. 

The surrounding territory raises 


cotton, with a small percentage of live 
stock, including sheep, hogs, and grass- 
Every farm raises some 


fed cattle. 
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chickens and turkeys, a good deal of 
cream goes to Dallas. At least 65 per 
cent of the local farmers owe no cur- 
rent debts, due to energetic work and 
the improved price of cotton. On 
farm mortgages, federal loans bailed 
them out and most of them should 
keep current unless cotton prices ‘drop 
again. The bank makes local loans 
mostly on crop and live stock chattel 
mortgages. 

Public relations are no problem here. 
‘The bank has always had an excep- 
tional degree of public confidence and 
respect, says Mr. McKoy, and the 
community seems 100 per cent satis- 
fied. 

Twenty-eight miles to Greenville, 
heart of the Black Land, with its sign- 
board slogan, ““The Blackest Land and 
the Whitest People.” It has 14,000 
population, sizable mercantile and 
industrial firms, is the seat of Hunt 
County. 

J. W. Birdsong, active vice-president 
of The Greenville National Exchange 
Bank, holds that the bank will con- 
tinue to prosper as agriculture pros- 
pers. The bank has regularly earned 
$40,000 except in depression years, 
made between $25,000 and $30,000 net 
for. 1934 on invested capital of $435,- 
000. Deposits exceed $2,600,000. Of 
this, 30 per cent is in time money at 
2'9 per cent or less —a rate lower than 
in surrounding towns but still too high, 
he feels. Public opinion toward the 
bank is exceedingly good. 


I OANS and discounts total $600,000, 

~ government cotton loans and cotton 
acceptances another quarter million. 
The bank is taking any loan that will 
pay out. Beginning February 1, the 
bank makes 1,500 crop loans averaging 
$200, due October 1. No trouble with 
farmer paper since 1926. 

Black Land crop conditions were 
better than in most of Texas. Cotton 
per acre yielded about 80 per cent of 
normal; acreage was, of course, re- 
stricted. The corn crop was fair. 

Every country territory has one or 
two men to whom other bankers defer. 
Such is W. W. Jones, president, The 
City National Bank of Sulphur Springs. 
Dallas bankers quote him, country 
bankers cite his views. So it was with 
real anticipation that I walked into his 
bank after a 30-mile drive. 

Sulphur Springs, with 6,000 people, 
is seat of Hopkins County. This is more 
of a cattle country, though cotton holds 
prime importance. The district also 
produces milk, much of it for Dallas 
dairies, the rest for a condensary. 
Hlopkins County’s plaint typifies all 
Texas cow country. Feed shortage 
sends too many cattle to market un- 
finished, hence they bring unprofitable 
prices. Cotton seed meal is the stand- 
ard feed—at $15 a ton. Drought and 
acreage restriction upped it to $50 
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Ewing Galloway 


Cattle being led to slaughter, blocking Texas State Highway No. 12, 
near Niranda City in Eastern Texas 





Cotton is one of the main crops in Texas, from the eastern border 
This is a farm near Wolfe City in Eastern Texas 


to El Paso. 


per ton, out of the cattleman’s reach. 

Mr. Jones disagrees violently with 
current governmental programs. He 
says he can’t make money; the farmer 
isn’t making money, is just being 
handed some, is having his self- 
reliance sapped, is probably heading 
straight for complete ruination of cot- 
ton farming and cattle farming of the 
entire South. To illustrate what is 
happening, he cites several truckloads 
of fine calves sent to Fort Worth Stock 
Yards in recent weeks. They brought 
an average of $75 per load. Yet the 
owners had no choice; feeding meal at 
$50 is out of the question. 

This bank has capital of $100,000, 
surplus and profits of $203,479.95 — 
think of it in terms of $797,000 de- 
posits, with another substantial bank 
to share local business. ‘“‘We can’t 
make any money on the deposits we 


Ewing Galloway 


have now, and I’m trying to cut them 
down,” is Mr. Jones’ avowed intent. 
“Our only hope of progress is by 
shrinking all expense. We won’t ac- 
cept savings, have no public funds, pay 
21% per cent on only a few of our 
C/D’s—still people bring us their 
money!” 

Another man highly esteemed by his 
fellow bankers is Alf Morris, president, 
The First National Bank, Winnsboro 
(population 1,800) and director, Fed- 
eral Reserve Bank of Dallas. Deposits 
of his bank, over $600,000, are gaining 
slightly. This bank made 8 per cent 
on its $100,000 capital stock in 1934; 
surplus and profits total $138,000. 

Earnings are in part the result of the 
bank’s $350,000 farm and commercial 
loans, which will increase by $100,000 
of crop loans this spring. More than 
$4,000 came from service charges —half 
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Condensed Statement of the Condition of 
The Farmers, & Merchants 
National Bank 


OF GILMER, TEXAS 
OCTOBER 17, 1944. 
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21p.900.58 Bonds, Seeuritica, ete. . $2361.57 
pevostts : ‘Ae Cash and Exchange . 16618814 
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Other Liabilities mada ; : 2,915.62 
Report of the Cx wudition of “hears $694,875.41 
THE EVERETT B KIN THE ABOVE STATEMPNT IS CORRECT 
ANKING COMPANY CROSBY, Cashier 
(Unincorporated) 
At the close of Business October 17th, 1984 
ith, CONDENSED REPORT OF ne 
T Q 
HE F IRST NATIONAL B, BAN 
Resources K 
Liabilities As 
Leaus and Discounts —— he liens the a, 
———— $8 LL ATS28 Capital Steck — $ 3 Washington, D.C ate the Cur oy at 
Puruiture and Fixtareg —_ ee = 3,000.00 aler | ast Of Busin 
SO Marylee and Preftts gages 
Quick Assets: a RESOURCES 
Cash in Vautt and Individeat Deposits ————___ teua.sss.gs wre and Fistues 
With Banks — $4, 24a sog.e6 enk 
; tance 
Commercial Paper — 13000200 from Bank 
cr a and Sea Tica 
wticipal Bonds TAI25.12 81541. g92.00 Total 
? ——— LIABILITIES 
ere, re sate 
—— #1761.18290 Tera aes aae 
#1. 761.453.90 
The above statement is correct, 
1 +4), ee yar 
H. L. GOODSON, Asst. Cashier 
“The Old Retiable” 
United Since 1869 
——————— —— mment Depository 
Statement. of Condition 
Condensed Official Stat 
The City National | Bank 
‘ . 
SULPHDR SPRL The Peoples National Bank of Tyler, Texas 
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tusincas, October 17, ivs4 
er Made to Comptroller of the Currency at Close of Business, October 17, 1934 
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TOTAL 2 sb enint ws peceineemme nation ~~ -$4,004,688.13 
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Surplus 
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rm $100,000.00 od 
pe fics and Undivided Profit 95 ee RE Cs SP EM Oo Ae woe on n= -$4,004,688.11 
aye 


1 certify that the above statement is correct 
. M. EAGLE, Ceshier 





TOTAL --- : _ =~ $1,214,868.48 











Typical statements of the banks that Mr. Van Vlissingen 
visited on his trip through Eastern Texas 


the total net: profit! Every bank be back on a money-making basis.” 
visited today has service charges. His institution is struggling for low 
At the First State Bank of Pittsburg, expenses and additional income. Three 
Texas —seat of Camp County, popula- people run the bank, it took four and 
tion 3,000—R. A. Swaim, president, five in previous years. A metered 
explains his district has had diversified service charge, strictly enforced, has 
farming for many years. Cotton is still contributed importantly to profits. 
the principal cash crop, twice as im- Next morning began at Gilmer, seat 
portant in cash as are sweet potatoes. of Upshur County. H. P. McGaughy, 
Corn is a big crop, for dairy and feeder vice-president, The First National 
cattle. Bank, pointed out that drought here 
The bank rises and falls in prosperity was worse than in surrounding terri- 
with the farmers. This year crops were tory. The 35,000 head of grass-fed 
bad, there will be no bank dividend. cattle in the county are worth not 
Progress is indicated by charge-offs of more than $75,000. Farmers will be 
every doubtful loan, on furniture, fix- compelled to sell off the larger part to 
tures, and real estate, and by sub-_ buy feed for reduced herds. 
stantial reserves. ‘““This county needs Cotton comes first here, beef cattle 
the outside money a good crop at good next, then dairying. Farmers with 
prices brings,” declares Mr. Swaim. enough dairy cows haul bottled milk 
“Just one—then every going business . 20 miles to the oil fields, peddle it there 
and_ self-supporting individual will along with meat and bread. Oil has 





5 


helped by bringing in spending power, 
but the county is far from prosperous. 
The bank is doing well, with 45 per 
cent of its $760,000 deposits in loans 
and discounts, in 1934 made 25 per 
cent on $100,000 capital, partly 
through recoveries. 

Across the square is The Farmers & 
Merchants National Bank. C. T. 
Crosby, cashier, checks 100 per cent 
with this size-up. ‘The oil field saved 
us,”’ he declares. “‘In 1931 we had slow 
loans that would take three years to 
work out, if ever. Oil development 
came, these loans cleared up inside 60 


.days. Local farming is in sorry state, 


but our bank is getting along nicely. 
We have taken liberal 1934 charge-offs, 
put some money into undivided profits, 
earned our 10 per cent dividend.” 


S° far only talk of oil fields. Long be- 

fore reaching Gladewater, 20 miles 
south, the paraphernalia of oil produc- 
tion looms ahead, suddenly the road 
passes through the field. This is the 
biggest and most hectic of all American 
oil fields — you could put the next half 
dozen inside the east Texas field’s 
limits with space to spare. No telling 
now where towns begin. The highway 
is solidly lined with shanties, stores, 
Kansas City Cafes, tool shops, saw- 
mills, storage tanks, field production 
offices, royalty brokers. Almost 
through Gladewater before I realize 
this is the town. No close-in parking 
space, traffic snarled up like a traffic 
cop’s nightmare. The walk to the 
bank discloses a composite of Coney 
Island and a Saturday night street 
carnival. 

The Everett Banking Company is as 
busy as the drilling rig a few feet behind 
the building. Mrs. L. J. Everett, 
president, and H. L. Goodson, cashier, 
explain that the town has grown from 
600 to an estimated 7,000, the bank 
from $150,000 deposits to $1,750,000, 
is increasing monthly more than $100,- 
000. The bank had three employees, 
has ten, “if we could use our money 
we'd need 15 or 20,” comments Mr. 
Goodson wistfully. “‘We have had to 
install two posting machines to keep 
our ledgers. We have service charges 
and exchange charges, and still we 
can’t make the money we should on 
our volume.” This is a private bank, 
in the process of getting a national 
charter. 

It would be pleasant to spend the 
day watching men fighting the pipeline 
fire 50 feet from the bank, savoring a 
boom town where eternal vigilance by 
peace officers is needed to keep the 
situation from running wild. Probably 
5,000, 70 per cent of the population, 
consists of unattached adult males 
with nothing much to do with their 
spare time and money! 

First call at Longview, seat of Gregg 
County, is The First (See page 22) 











Bedford Lemere & Co., Photo 
A view of the impressive main en- 
trance to Midland Bank Limited, 
London, England, taken from the 
interior of the banking quarters 


ERVICE charges by banks have a 

S long and interesting history in 

England. They have been a bank- 

ing fixture for so long that it requires a 

good deal of investigation to determine 

their exact origin. The best guess seems 
to be that they date from 1640. 

Up to that year, London merchants 
having possession of gold coin or bul- 
lion used to place it for safekeeping in 
the ‘Tower of London, that being the 
nearest medieval equivalent of a safe 
deposit vault. When Charles I found 
himself desperately in need of ready 
cash, he seized all the gold then being 
kept in the Tower. It amounted to 
£130,000, a huge sum in those days, 
and its loss precipitated a very serious 
situation for the former owners. 

After that episode the Tower lost its 
attraction for holders of gold in any 
form. ‘The London goldsmiths, how- 
ever, had the next best facilities for 
safekeeping. Owners of gold arranged 
with the goldsmiths to keep it for them 
for a small monthly charge, and here 
we see not only the beginnings of tne 
system of service charges but the entire 
foundation of modern banking, because 
the goldsmiths soon found that a large 
part of these deposits tended to remaia 
in their care and that it would be safe 
to extend loans against them. 

In spite of the long history of service 
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Long experience has demonstrated that 
charges are necessary to meet the cost 


of doing business . 


... the best guess 


dating the first charges back to 1640 


Written in 


London, 


England 


by 
FRANK PLACHY, JR. 


charges and the great accumulation of 
experience regarding them, English 
bankers are today giving profound con- 
sideration to the whole position in which 
they find themselves in relation to their 
customers. In all the big banks every 
scrap of information that is anywhere 
available in regard to this subject 
is carefully collected and studied, while 
British banking publications are de- 
voting much attention to it. It is clear 
that the whole subject is to be re- 
examined and perhaps reformed. 

British banking has always been ex- 
tremely conservative, and in the past 
it has required a great deal of effort to 
make even small changes in procedure. 
Within the past ten years, however, 
tnere have been very marked changes 
in this respect, and the present great 
difficulty of making even expenses in 
tne banking business has given the 
more progressive men in the banks an 
opportunity for instituting changes 
which has not occurred in centuries be- 
fore. The matter of charges for services 
rendered to customers stands high on 
this list, because it has been easy to 
demonstrate that in the past a great 
deal of business has been handled at a 
loss. This loss may have been imma- 
terial when interest earnings were large, 
but today it cannot be disregarded. 

In the past, while nearly every ac- 
count had to bear a charge of some 
sort or other, the entire system of 
calculating it was by rule of thumb. 
So much discretion was given to branch 
managers in this respect that charges 
among branches even in the same town 
might differ considerably. It is now 


realized that too much reliance has 
been placed on the purely personal ele- 
ment in making service charges, and 
that definite statistical rules will have 
to be substituted. It is in the working 
out of these rules that much difference 
of opinion exists, and hence the desire 
to profit as much as possible from 
any and all experience that is avail- 
able. 

Before attempting to go into more 
detail about the manner in which these 
charges have actually been worked out 
in the past it may be best to say that 
in many ways banking customs differ 
between London and the rest of the 
country. All British bank accounts 
are either current accounts, corre- 
sponding to the American checking 
account, or deposit accounts, which 
in an American bank would be called 
time deposits. In London no interest 
whatever is allowed on credit balances 
in current accounts. 


T° digress for a moment, it may be 
well to point out that in Great Britain 
there are about 15,000,000 bank ac- 
counts held by the Postoffice. These 
correspond to savings accounts in 
America and are not, of course, subject 
to check. Thrift to the British is a 
very real thing, and it is real because 
many years of depression have taught 
people how uncertain is the morrow 
and how necessary is a cash reserve, no 
matter how small. It is also the fact 
that the habit of using checks is very 
far from being as highly developed as 
in the United States and Canada. 
The habit of the working classes of 
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A view of Midland Bank Overseas Branch showing the geo- 
graphical grouping of accounts. This grouping is indicated by 
the signs in the foreground which read: ‘‘Balkans, North 
Europe, Dominions & Colonies,’’ ‘‘Near East, Baltic, Central 
Europe,”’ ‘‘Sweden, Switzerland,’’ ‘‘U. S. A., Holland M-Z”’ 


relying on the Postoffice for any bank- 
ing facilities they require, and the com- 
paratively limited use of checks even 
by those who have regular checking 
accounts, results in the average ac- 
count in the big banks having a larger 
balance than would be the case in 
America. The fact that every check 
requires a revenue stamp costing four 
cents also restricts their use. Therefore 
the need for a service charge to equalize 
matters with accounts which are little 
more than a nuisance is not so great a 
problem as in the United States. 

The whole system of charges which 
British bankers now desire to alter into 
a more accurate method has in the past 
been operated on a quarterly or half- 
yearly basis. At the end of the period 
the branch manager or one of the ac- 
countants, depending upon the size of 
the unit, goes through all the accounts. 
The ledger, or in the mechanized 
branches the cards, are depended upon 
for all the information thought to be 
required. A typical account may, for 
example, show a minimum balance of 
£75, or $375, with about a dozen 
checks a month and perhaps 25 
bankers’ orders distributed throughout 
the year. The average bank manager 
would assess a charge for the half-year 
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CHARGE for SERVICES 





Photo by The Tella Co., London 


of half a guinea, or ap- 
proximately $2.50. If 
the minimum balance is 
smaller he will probably 
double the charge. If 
there is a minimum bal- 
ance of £500 and no 
great amount of book- 
keeping appears to have 
been required, the prob- 
ability is that no charge 
will be made. 

The term “bankers’ 
order” may require ex- 
planation. It is one of the funda- 
mentals of British banking practice. 
The average Briton lives an exceed- 
ingly well ordered life and his bank- 
ing transactions from one year to 
another show comparatively little 
change. Therefore a highly convenient 
banking facility has long been de- 
veloped. A typical bank customer will 
arrange with his bank that instead of 
the customer drawing checks for recur- 
ring items of expenditure, the bank will 
charge his account and remit the re- 
quired amount to the branch bank of 
his creditor. This may cover 12 pay- 
ments for rent or to a building society, 
half-yearly life and other insurance 
premiums, annual club dues, subscrip- 
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A partial view of the spacious, main banking 
hall of Westminster Bank Limited, London, 
England. This is known as Westminster’s 


Chief City Office 


lions to hospitals, allowances to an 
aged dependent, or in fact for any 
purpose for which regular stated pay- 
ments are necessary. 

It is generally considered that every 
bankers’ order transaction costs the 
bank which initiates it sixpence, or 12 
cents. With postage, etc., the cost can 
scarcely be less and this is one of the 
services which is now coming in for 
close scrutiny and costing investiga- 
tion to see if it should not be increased. 

The above procedure has up to this 
time been followed with the greatest 
number of London accounts, although 
not with the really important ones. 
Here a difficulty arises which is typi- 
cally British. England is a trading, or in 
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other words a bargaining country, and 
not a one-price country like the United 
States and Canada. In consequence, 
every really big customer has bargained 
with his bank for separate treatment. 
These deals between banker and 
customer run into the thousands, and 
they are all inevitably affected by the 
individuals who made them. Investi- 
galions now going on show that great 
disparities exist in the handling of the 
accounts of different firms, mainly 
from the personal idiosyncrasies of the 
men who made the original agreement. 

It is from this sort of thing that the 
leading bankers who dominate the Big 
ive want to emancipate their institu- 
lions, and they feel that this can best 
be done by instituting a system of 
service charges which will treat every 
customer alike. The widespread branch 
system greatly complicates the task of 
estimating whether a particular ac- 
count is profitable or not. This was 
recently illustrated in the case of one 
of the Big Five and one of Britain’s 
largest life insurance companies. The 
company had agents scattered every- 
where, who deposited funds at their 
local branch for the company’s credit. 
The company carried an exceedingly 
large balance in London. Nevertheless, 
an investigation which has. just been 
made along lines of modern cost ac- 
counting has shown that the account 
was a highly costly one for the bank 
and a very different arrangement has 
been substituted for the old one. 

A number of different practices are 
generally followed in handling business 
outside of London. To begin with, 
interest is usually allowed on current 
accounts unless the balance is a trivial 
one, generally considered anything 
under $375. 


The interest allowed is 
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governed by Bank Rate, and conse- 
quently has been for a long time at the 
low figure of 14 per cent. 

The system of charging customers’ 
accounts is reckoned on quite a differ- 
ent basis from in London, but is no 
more satisfactory to the head offices 
or more accurate than in the metropo- 
lis. Again a large degree of discretion 
is left to the local manager, with all 
that that implies. 

In the provinces, which include 
many big cities like Manchester, Bir- 
mingham and Liverpool, charges are 
based on turnover, that is, not the 
number of checks drawn but the total 
to which they aggregate. In not-too- 
attractive accounts this charge may 
reach a half-crown for £100 of checks, 
or 60 cents for checks aggregating $500 
during the six months’ period. In 
active accounts with satisfactory bal- 
ances the charge may drop as low as 
six cents for each $500. This wide 
latitude is recognized as making for 
much irregularity and is one of the 
cogent reasons why a better system is 
being actively sought. 

Hk manner in which money is 

loaned, or advances made, as the 
English say, diifers between London 
and the country as well. In London a 
borrower is generally expected to bor- 
row a definite sum for a definite period 
and rate, for which he signs a note, as 
in America. In other parts of the 
country borrowers have arrangements 
with the bank by which they are per- 
mitted to overdraw up to the agreed 
amount, and the interest charged is 
calculated daily on the exact overdraft. 

The interest on such overdrafts is 
1 per cent above Bank Rate, but 
theoretically not less than 5 per cent. 
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This shows the typical modern banking room of an English branch bank. 
Each teller receives, pays, and handles all ordinary banking transactions. The 
scales are to check deposits of silver and copper 


Actually, however, the cheapness of 
money during recent years has led to a 
good deal of such business being only 
charged 4 per cent. These statements 
deal only with ordinary commercial 
loans and do not include the vast 
amounts loaned against money market 
paper at very much lower rates. 

There are many services rendered by 
British banks which complicate the 
managers’ task in determining a sys- 
tem of service charges for the future. 
Some of these services would be 
handled by trust companies in the 
United States. For instance, banks 
undertake the payment of company 
dividends, which require a great deal 
of work. In addition, the Bank of 
England pays the interest on the out- 
standing British National Debt for 
an amount agreed upon between it 
and the Treasury. 

In the matter of stock exchange 
transactions a different situation exists. 
Approximately half of all the dealings 
on the London Stock Exchange are 
received by brokers from the big banks. 
The customer pays the same commis- 
sion as if he had gone to a member of 
ithe exchange, but the bank only pays 
half the normal commission. This is a 
considerable source of income to the 
banks, while the customer has the 
convenience of having his transaction 
cared for by the neighborhood bank 
with which he is in constant touch and 
besides has the benefit of the bank 
manager’s advice. 

Most owners of bonds, shares, etc., 
in Britain leave the certificates with 
their bank for safekeeping. Such safe- 
keeping is a matter of expense to the 
bank and must be considered in con- 
nection with the whole subject of 
charges to customers, but it has the 
virtue of giving the bank additional 
information on the financial worth of 
the customer. On the other hand, 
customers with this profitable stock 
exchange business to dispense are very 
welcome to any bank, and this aspect 
of their business must be borne in mind 
by every bank manager before he 
assesses a charge of any sort against 
them. 

Finally, it may be said that in spite 
of the antiquity and universality of 
bank charges in England the subject 
is quite as much to the fore as it is in 
America. During the past year one of 
the Big Five has had expert account- 
ants visiting branches of all types 
throughout the country in an endeavor 
to get a good cross-section view of the 
entire subject. Their preliminary re- 
ports have been a good deal of a shock 
to the head office in London and make 
certain that the whole question of 
customer charges will receive attention 
at the very top. As in so many other 
instances in post-war England, it is 
clear that the old rule-of-thumb method 
of doing business no longer suffices. 
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The President’s budget proposal .... The outlook for mone- 
tary legislation .... Crowley to ask changes in FDIC law.... 
New money likely for HOLC . . . . The pressure for legislation 


on direct loans to industry... . The central banking issue 





Money and the Budget 





President Roosevelt’s proposal for a budget involving a 
growing deficit and a larger public debt was received calmly 
by Congress and no effective opposition was expected 
either to the spending program or the failure to seek more 
revenues through tax increases, although there was a dis- 
position on the part of Congress to put certain restrictions 
on the way in which the President may spend the $4,000,- 
000,000 lump sum for a public works program to relieve 
unemployment. The increased expenditures anticipated in 
the budget for the fiscal year 1936 were due partly to com- 
plete restoration of the government reduction in salaries 
made in 1933, enlargement of activities of many bureaus 
which suffered reductions in their appropriations two years 
ago, and transfer to the regular budget of all items previ- 
ously listed as emergency with the exception of the single 
lump sum for work relief. 

New borrowings by the Treasury during the next 18 
months are forecast as approximately $6,500,000,000, in 
addition to refundings. As far as there is any present indi- 
cation, this will follow orthodox lines, with a portion in 
long-term bonds but the greater part consisting of short- 
term Treasury bills which will be absorbed by banks. No 
inflation is called for by the budget, the President declared, 
asserting that both regular and emergency expenditures are 
well within the sound credit of the country. Nevertheless 
inflationists in Congress continued to press for various 
measures for expanding the currency through silver, soldiers’ 
bonus payments, old age pensions, greenbacks, and other 
ways. In spite of the strength of this inflation bloc, the 
administration may be expected to head off any monetary 


legislation at this session. Immediate moves were held in 
suspense awaiting the decision of the Supreme Court on the 
validity of abrogation of the gold clause in both public and 
private contracts. A belief was growing that the adminis- 
tration, in spite of its complete silence on the matter, was 
taking preliminary steps toward some sort of international 
stabilization of currencies. 

Extension of the lending power of the Reconstruction 
Finance Corporation beyond February 1, when it was due 
to expire, was anticipated in the budget, and legislation for 
this purpose was speedily started on its way through Con- 
gress. No new money was expected to be used by the RFC 
during the coming year, as collections are scheduled to 
equal new loans and keep the revolving fund intact. No 
important changes in RFC powers were anticipated, unless 
Congress should decide to expand its powers to make 
intermediate-term loans to business. 


Amending the FDIC Law 





Legislation to give the Federal Deposit Insurance Cor- 
poration authority to fix the rate of interest paid on time 
deposits by banks in its system was introduced at the open- 
ing of the session by Senator Arthur H. Vandenberg of 
Michigan, who was prominent in original FDIC legislation. 
There was evidence that this bill would be enacted in spite 
of criticism from the Senate’s banking authority, Carter 
Glass of Virginia. The Vandenberg bill grew out of the 
attempt to fix 214 per cent as the maximum interest rate 
on insured time deposits coincident with a similar order issued 
by the Federal Reserve Board to member banks. Senator 
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Glass denied that FDIC had the legal power to make 
this requirement. 

Later Congress is scheduled to receive and consider 
other amendments to the Deposit Insurance law. Chairman 
Leo T. Crowley of FDIC has stated that the permanent 
insurance system which goes into effect July 1, 1935, should 
be altered so as to apply only to deposits up to $5,000 each, 
as in the temporary plan; and to relieve banks of unlimited 
assessments to pay losses and substitute an annual fee 
based on deposits and fixed as nearly as possible on an 
actuarial basis in order to keep a working fund for payment 
of losses. Large banks also seek to have the assessment 
limited to insured deposits only instead of applying against 
total deposits. 


The Central Bank Issue 





The number of bills calling for all kinds of changes in the 
banking, credit and monetary system which were introduced 
in the opening days of the Congress session cannot be taken 
as an indication of the type of legislation which will result. 
Pending submission of recommendations by the adminis- 
tration, all bills were simply in the suggestion stage. These 
included the bill of Senator Elmer Thomas of Oklahoma for 
a government-owned central bank displacing the Federal 
Reserve System and having wide powers over money and 
prices; bills by Representative T. Alan Goldsborough of 
Maryland to create a central monetary authority and to 
create a Bank of the United States to handle all govern- 
ment financing. 

Those who fought for a central bank or similar devices 
for complete government control of credit in the last Con- 
gress may be expected to continue their agitation this year 
but they will get less support from other members of Con- 
gress because of the quiet situation in banking at present 
and the current desire to avoid scaring business with radical 
proposals. Even though Representative Goldsborough and 
some other supporters of the Central bank idea occupy 
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Chairman Leo T. Crowley of the FDIC will recommend legis- 


lation to relieve banks of the unlimited liability feature 
and to continue the present $5,000 maximum of insurance 
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influential and strategic positions in Congress, the promi- 
nence given the introduction of their bills should not be 
taken as indicating probability of their enactment. 

The administration is opposed to a central bank in the 
sense of a new institution, as many of the objects of such a 
body have already been realized. A little later in the ses- 
sion it is expected that President Roosevelt will transmit 
suggestions for legislation relating to banking, probably 
amendments to the Federal Reserve Act giving the Board 
more power over personnel of Reserve banks and over their 
open market operations. The exact nature and the time of 
announcing these proposals doubtless will be influenced by 
the situation at the Capitol regarding bank legislation, and 
there is little doubt that the administration will have its 
way in this subject in spite of opposition from minorities of 
both conservatives and radicals. 


Check Tax Considered Dead 





The federal tax on bank checks, which expired January 
1, definitely will not be renewed. No provision for this tax 
was made in the budget submitted by President Roosevelt, 
and the Secretary of the Treasury, in his annual report, did 
not count on its continuation in his estimate of revenues for 
next year. The check tax brought in $41,383,198 during 
the 1934 fiscal year, and $24,200,000 during the half of the 
1935 fiscal year it was in effect. Because of the widespread 
opposition to this particular nuisance tax there will be no 
move to restore it. All other special excise taxes, which are 
due to expire June 30, undoubtedly will be continued for at 
least another year by Congress, but no other tax legislation 
is in sight for this session. 


New Money for the HOLC 





Extension of the borrowing power of the Home Owners’ 
Loan Corporation is practically certain. As soon as Con- 
gress opened there was a flood of several dozen bills calling 
for increasing the bond issuing authority of HOLC beyond 
the present $2,000,000,000, which has been reached. New 
figures called for ranged from $1,000,000,000 to $4,500,000, - 
000. President Roosevelt let it be known that he would not 
oppose increasing the scope of the Corporation’s activities, 
and the figure which was most commonly used in discussion 
was $1,000,000,000. Members of Congress insisted that 
private credit is not yet sufficient to prevent deflation of 
real estate values and foreclosure of homes of people who 
cannot make payments due to the depression, and that it 
is vital that the HOLC be permitted to issue more bonds in 
order that it may refinance more homes. However, severe 
criticism of the operation of the HOLC was in store from 
several quarters when and as the financing bills come up for 
discussion. 

Meantime the Home Loan Bank Board continued a 
campaign to strengthen public confidence in private 
agencies lending in the real estate market. Chairman John 
H. Fahey issued a number of statements calling attention 
to the growth and strength of the Federal Home Loan Bank 
System and of the Federal Savings and Loan Insurance 
Corporation. The HOLC also announced that it would 
proceed vigorously against property owners who are de- 
liberately delinquent in payments to the corporation. A 
tendency was noted for many people to assume that once 
the government had financed their mortgages no further 
payments would be called for, and in such cases the prop- 
erty will be foreclosed. In many cases delayed payment is 


attributed to unemployment, and there more leniency will 
be shown, it was indicated. 


Direct Loans to Industry 





Indications of action Congress might take to enlarge 
credit facilities for small business enterprises were lacking 
as this is written. The special survey of credit conditions 
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in the Chicago Federal Reserve District made by the Treas- 
ury resulted in recommendations that the Reconstruction 
Finance Corporation enlarge its activities in this field, with 
the alternate suggestion that a new agency might be de- 
sirable to foster a system of banks for intermediate term 


credit for business. 


In response to these suggestions the RFC undertook a 
more liberal policy toward loans to industry as far as per- 
mitted by law, and also adopted the policy of loaning for 


the purpose of refinancing old debts. 
Reserve System continued its limited sphere of lending to 
industry and discounting commercial notes as provided in 
the legislation passed last spring. 

However, loans to business is a favorite topic in Con- 
gress and it was anticipated that there would be consid- 
erable pressure for some type of legislation on this subject, 
a movement in which the administration could be expected 
to take a guiding hand. 
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The first report says that banks should be. 


encouraged to provide working capital loans 


GREAT deal of loose talk and 
A condemnation of banking prac- 

tices by persons not acquainted 
with the facts should be stopped by the 
series of credit surveys being made by 
the Treasury. These are designed to 
secure actual facts about the lending 
policies of commercial banks and the 
condition of commercial credit and 
mortgage financing. 

Already the first report, dealing with 
bank credit in the Chicago Federal 
Reserve District, has been instru- 
mental in bringing a better under- 
standing of banking problems. The 
second survey which got under way 
early in January, was to continue this 
study in the Cleveland Reserve Dis- 
trict and also go into the real estate 
credit situation. The Treasury wants 
first hand information on foreclosures, 
lending on mortgages and real estate, 
the situation of both banks and build- 
ing and loan associations as to mort- 
gages, and the co-operation given by 
the Home Owners’ Loan Corporation. 

Partly as a result of the Chicago 
survey bank examiners have been in- 
structed to change their policy toward 
slow loans, the Reconstruction Finance 
Corporation has adopted a more liberal 
attitude toward loans for business pur- 
poses, and there is discussion of a new 
agency to provide intermediate-term 
credit to business, which would relieve 
commercial banks of undeserved criti- 
cism for lack of this type of credit. 

That commercial banks are not to 
blame for the small volume of com- 
mercial credit in use is the principal 
finding of the first of the Treasury’s 
credit surveys, made in the Chicago 
district by Dr. Jacob Viner, Special 
Assistant to the Secretary of the 
Treasury, and Dr. Charles O. Hardy 
of the Brookings Institution. First 
the authors stated the thesis that the 
fact that bank loans are small at this 
period does not prevent recovery pro- 


vided there are means for expanding 
credit when it is needed. They 
declared: 

“The tendency of the volume of 
loans and discounts to lag behind the 
upturn of business is not surprising. 
During a depression those businesses 
which survive tend to accumulate un- 
used balances of liquid funds on which 
they can draw to finance the earlier 
stages of the succeeding expansion. It 
is only after a considerable interval 
that the expansion of payrolls and of 
inventories and the replacement of 
obsolete or worn out equipment neces- 
sitates a general resort to the banks. 
The situation in this respect with re- 
gard to bank credit during a depression 
is similar to what it is with regard to 
other essentials of production; inven- 
tories, tools and equipment, buildings, 
and the time and energy of managers, 
are all available in excess of immediate 
needs. 

‘‘No alarm need be felt, therefore, 
merely because of the failure of bank 
loan figures to expand. What is im- 
portant is the question of whether 
credit is available for those business 
men who do need added funds if they 
are able to make their appropriate 
contributions to the rising volume of 
business. Failure of credit to expand 
on account of a decreased willingness 
to borrow is a situation which can be 
expected to correct itself as the need 
develops if credit is available on rea- 
sonable terms. 

“There is a widespread belief, how- 
ever, that at present the banks are 
over-cautious in lending, and are par- 
ticularly reluctant to make the type of 
loans that is most important in the 
earlier stages of expansion of business, 
that is, loans to finance expansion of 
manufacturing production. The issue 
is of major importance, because obvi- 
ously the country cannot get back to a 
normal volume of productive activity 
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without utilizing a larger volume of 
bank credit than is needed in a period 
of subnormal activity like 1932, or 
even 1934.” 

Specifically, the investigators found 
that there exists a genuine unsatisfied 
demand for credit on the part of sol- 
vent borrowers, many of whom could 
make economically sound use of work- 
ing capital, but that the total amount 
of this unsatisfied demand for credit is 
considerably smaller than is popularly 
believed, though large enough to be a 
significant factor, among many others, 
in retarding business recovery. How- 
ever, the investigators added that 
many would-be borrowers had so little 
equity in their businesses that banks 
were justified in withholding credit. 


HE greatest need for credit was 

found to be for working capital 
rather than for one-turnover loans, and 
the most serious aspect of the situation 
was the pressure for liquidation of old 
working capital loans, even sound ones. 
This pressure was attributed partly to 
a determination on the part of the 
bankers to avoid a_ (See page 28) 
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How one bank reversed the public 
impression that bankers will not 
make loans . . . how it is financing 
small industry and aiding employ- 
ment... and how it also profited 


from modernization and farm loans 


R. W. ROWE 


Executive Vice-president, Citizens Commercial 
and Savings Bank, Flint, Michigan 


FINDING Sare Loans 





Production 
Loans 








T has been perfectly apparent to us 
| and to most bankers that publicity 

which has gained wide distribution 
in the press has had an effect quite 
contrary to its intention. The papers 
have for months carried stories and 
interviews to the general tenor that 


banks would not make loans. To the 
bankers themselves, these stories 
brought chiefly exasperation, since 


most banks have been crowded with 
cash which they urgently wished to 
loan. But to the general public, lack- 
ing this background, the propaganda 
was so realistic that a great many 
casual or infrequent borrowers —of the 
type which would be most heartily 
welcomed for loans—believed there 
was no use in making the effort to bor- 
row. In consequence, the business 
activity which would have been stimu- 
lated by these unmade loans was never 
launched. And from the standpoint of 
the banks, the interest revenue so 
urgently needed was lost forever. 

It is encouraging to note the im- 
proved relationship and cordiality be- 
tween, on the one hand, the authorities 
who for so long apparently believed 
that the banks were not co-operating 
and, on the other hand, the bankers 
who believed that they were being 
unjustifiably assailed. Aside from the 
mutual benefits which will surely come 
from such improved understanding, 
the cessation of hostilities is contribut- 
ing to national recovery because it has 
removed this one great barrier between 
the banks and the public. We bankers 


now have a chance to convince the 
general public of what has been true 
all along, that we are not only willing 
but actually eager to make loans. 

Most encouraging, from the actual 
daily job of handling a bank’s loaning 
function, is the suggestion that ex- 
aminers’ standards are to approach 
more nearly a common-sense point of 
view, approximating the standards 
developed by the experience of years. 
It was all very well to urge upon the 
banks that they should make loans of 
a type and on terms somewhat more 
liberal than those indicated by the 
strictest theoretical rules of banking. 
Most of us were entirely willing to 
make such loans to borrowers who 
could be assumed to be good pay. We 
could not do it, however, without a 
more liberal attitude on the part of 
examiners. When the chief national 
examiners were called together at 
Washington last September and re- 
quested to show somewhat less rigidity 
in their standards, it was a real turning 
point for every bank in the country. 
For the state examinations and na- 
tional examinations compare very 
closely; at least they did when I was 
an examiner. 

Until the past two years, we have 
held ourselves strictly to our own terri- 
tory. Flint is a city of 160,000 people 
less than 60 miles northwest of Detroit, 
with the same automotive industries 
as Detroit. Good farm land surrounds 
the city, and the farmers are at least 
as prosperous as farmers in general — 


which means much more prosperous 
than you might think from reading the 
papers. In other words, we are a good, 
substantial industrial city with a back- 
log of agriculture —just such a city as 
dozens of others. There has always 
been plenty of local business to occupy 
the efforts and resources of our institu- 
tion. Moreover, we have pretty gen- 
erally confined ourselves to industrial 
and commercial types of business, 
which gravitates to us as the largest 
bank in town, leaving the farm business 
to others not because we did not want 
it but because it chiefly went to the 
other banks. 


But within the past two years, we 

have been so alert for loans that we 
have on occasion stepped outside of 
our normal range of business. And as 
local farmers have slowly learned our 
willingness to loan on good applica- 
tions, we have been getting an amount 
of farm business likewise. All of this 
has come about quite naturally, not al 
all in a competitive spirit of business- 
grabbing. Selfishly, we have been glad 
to make good loans for the sake of the 
bank’s profits. Altruistically or patri- 
otically, we have been eager to make 
these for the benefit they might bring 
to general recovery. 

For instance, one of our directors in- 
vited me to his home one evening to 
meet an out-of-town friend. The 


visitor owns a factory in a distant sec- 
tion of our state, and has a long record 
of manufacturing an article of apparel 
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of excellent quality and value. But 
the depression had had its effect. His 
plant was shut down, with no prospects 
for reopening. He had, however, an 
idea for producing merchandise which 
he hoped would find a market. It was 
in this connection that he had come to 
Flint. His host is a merchant with a 
reputation for knowing merchandise, 
so the manufacturer who had sold him 
for twenty-five years or more had come 
to get his advice on the construction 
and marketing of his proposed product. 

Our mutual friend, bank director 
and merchant, stood behind the idea 
with his endorsement of the new 
product and his belief that it would sell. 
He vouched for the ability of the manu- 
facturer, and the gentleman’s person- 
ality and record vouched for his 
honesty. I agreed then and there to 
loan him money to reopen and operate 
his factory to whatever extent was re- 
quired to fill any orders he might ob- 
tain. Instead of going back home, 
the manufacturer left Flint next morn- 
ing with his samples to recover his old 
trade and build up new. 

We did not, mind you, give him an 
open line of credit. This would have 
been neither to his interest nor ours. 
Instead, we worked out an arrange- 
ment by which the money was strictly 
confined to the purposes of producing 
the goods for sale. We took an assign- 
ment of all such accounts, and ad- 
vanced money against them as needed. 
And the plan began to function. 

Within a few days he was reopening 











m WE ARE LOANING MONEY/Q oN 
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POGRY 


Modernization loans have been particularly effective in breaking 
down the public feeling that the bank did not want to make loans 


his plant. Presently he was working at 
capacity, with one hundred employees 
who had been out of work for some 
time. Ever since, he has been working 
his plant and his people full time. His 
maximum loans at the bank totaled 
$21,000 at the peak. Risky? We did 
not think so, nor do we now. Empiri- 
cally, I can prove that our viewpoint 
was correct. Last week he paid off his 
note in full, and told us he did not 
believe he would need any more credit 
because he had worked himself around 
into such good condition that he felt 
sure he could from here on finance him- 
self without borrowing. However, both 
he and we agreed to let our arrange- 
ment stand in such condition that at 
any time he might need further accom- 
modation, he could have it without 
having to re-establish a method of 
procedure. I hope he has to come back 
to us, for it will mean that his business 
will have grown to a volume far in 


excess of anything he has had during 
the year we worked with him. It will 
mean more profits for him, added dis- 
counts for our bank, and increased 
employment in his home community. 


HIS has, from our standpoint, been 

a thoroughly desirable and construc- 
tive bit of loaning. It brought us 
added revenue during the year. It gave 
employment to 100 people —to be sure, 
in a community distant from ours, but 
their earnings will doubtless be re- 
flected in Flint by increased sales of 
Buicks and Chevrolets, of AC spark 
plugs, Marvel carburetors, and all 
manner of parts and accessories turned 
out by other local plants. If every 
bank of our size could at once devise a 
means to re-employ 100 factory work- 
ers by a single safe loan, a substantial 
reduction in national unemployment . 
statistics would be noted next 
month. Finally, from the (See page 24) 
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HE transfer departments of our 

larger banks are today called 

upon to perform many detailed 
services, such as the transfer of stock, 
the registration of stock, the mainte- 
nance of pertinent records, the pay- 
ment of dividends, the preparation of 
stockholders’ lists; the certification 
and the registration of notes and bonds, 
all of which are of a varied nature 
difficult to itemize, and present vary- 
ing problems in the maintenance of 
proper records for the purpose of 
billing. 

Take our own transfer department 
as an example. It grew very rapidly 
from 1925 on. A great deal of addi- 
tional work was the result of new 
security issues. Our problem was to 
make certain that our billing accounted 
for all services performed. Whether 
or not some work was being done that 
was not authorized, and therefore 
likely to escape billing, and whether 
or not some minor jobs might escape 
billing entirely were questions that we 
asked ourselves at the height of this 
great activity. 

It was our desire to get a plan that 
could be adapted to our use that would 
make sure that no job was started, no 
matter how minor, unless it was 
authorized, and that no work or 
operation was or could be performed 
that was not accounted for and finally 
billed. As I thought of the problem, 
my mind ran back to the days when I 
was resident attorney for a large manu- 
facturing company, the bulk of whose 
business was specialty work. Many 
of the jobs were large, some were 
small; each differed in some respect 
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from the other. I remembered that 
on some of these jobs the plan had 
what was known as a job ticket. This 
authorized the work, routed it, kept 
an exact record of the material used, 
and the hours of labor performed as 
the job went through the various 
departments. I discussed this with 
my assistant, and on the theory of the 
old manufacturing job ticket, we 
developed our procedure. We studied 
the problem carefully, and there was 
evolved a form which we call an 
“Instruction Sheet for Special Work 
and Memoranda for All Billing.” 
As this has worked out it has proved 
quite simple and particularly suited 
to our needs. 

The form provides for, and main- 
tains, a complete record of work being 
done at all times in the department, 
and records all information necessary 
for a correct billing of commissions. It 
is not designed to replace any of the 
methods of account for billing pur- 
poses which may be found in operation 
today, but as an all-important supple- 
ment to any one of these methods. 
Most advantageously, it may be in- 
corporated in practically any system 
now in operation without any change 
whatsoever. 


HE form itself consists of three 

copies, (1) an envelope, (2) a blue 
sheet and (3) a pink sheet. Upon 
being requested to perform any par- 
ticular work, the department head 
immediately prepares one of these 
forms, setting forth in detail the work 
to be done. The forms are numbered 
in triplicate with one number assigned 





BILLING PROCEDURE 


Original, Job Ticket 

Envelope. This is 
made out by the depart- 
ment head, who details 
the work to be performed. 
It is sent to the supervisor 
of routine for routing the 
work through the bank. 


Duplicate, Blue Copy. 

This goes to the bill- 
ing clerk as advance 
notice that a job is in 
process. 


Triplicate, Pink Copy. 
This is retained by 


the department head as a 
follow-up of the job to see 
that it is completed and 
delivered on time. 

















In the explanation above the key num- 
bers correspond to the key numbers 
shown in the layout on the opposite page 


to a job, each succeeding job number 
following in proper sequence. It is, 
of course, imperative that care be 
exercised in this numbering, in order 
to provide a ready check of all work 
that is passing either into or out of 
the department. 

These forms are then distributed, 
the original envelope being given to 
the department supervisor, the blue 
copy going to the billing clerk and the 
pink copy being retained by the 
department head. In this way the 
billing clerk is advised of the fact that 
a job is in process for which he must 
eventually prepare a bill, and the 
department head has at hand a 


follow-up of the work which enables 
him to see that it is completed and 
delivered on time. 

The supervisor of the department is 
advised both from the notations on 
the envelope and from any special 
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the work performed, and returns the 
envelope to the department head for 
approval. 


HE return of the envelope to the 

department head is notice that the 
work has been completed and is ready 
for billing. The department head, 
in turn, forwards the envelope, or job 
ticket to the billing clerk who makes 
any such extensions as may be neces- 
sary, and prepares the invoice for 
mailing, dating and initialing the 
envelope to indicate that the billing 
has been properly executed. The 
envelope is then filed in numerical 
order for reference either by the 
department clerical force or by the 
auditing staff. 

It is evident from the procedure as 
outlined that the blue and pink sheets 














serve only as checks or “follow-up” 
media; therefore, they are destroyed 
by the persons holding them when the 
original envelope, indicating that the 
job has been completed, is received. 
In this way, duplicate and triplicate 
sheets outstanding at any time indicate 
what work is in process unfinished in 
the department. 


ONSIDERATION of theapplication 

of the job ticket undoubtedly will 
raise the question as to whether or not it 
is designed primarily for use in connec- 
tion with special work. As its name im- 
plies, this is not the case. We use it for 
all jobs whether they are special jobs or 
routine jobs. For example, we pre- 
pare tickets for such accounts as 
transfer agencies, requiring periodic 


billing, thereby obtaining a check of 
the number of certificates issued and 
accounts handled for any given period 
of time. 

An inspection of this form will 
indicate, we believe, the simplicity 
with which it may be used by the 
clerical staff and the manner in which 
it supplies all the information essential 
to an orderly completion of work 
involved, to the end that all detailed 
services will be properly billed. 
Further, our experience with the job 
ticket has proved it to be an invalu- 
able source of information when occa- 
sion arises for us to refer to earlier jobs 
to check certain charges or to obtain 
specimens of printed notices, proxies 
or statements. In this way it becomes 
also an important departmental record. 
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E cannot claim originality for 

our “Daily Bulletin,” because 

we saw it in use in one of our 
eastern correspondent banks and 
merely adapted it to our own specific 
needs. It is so useful, however, that 
we hope it may prove equally valuable 
in other institutions which obtain the 
idea from this little article. 

The “Bulletin” is made up of 
thirteen sheets of paper, each one 
headed “Daily Bulletin” and each 
bearing along the extreme bottom 
edge its page number in the bound 
sheaf. The pages are cut to length, 
each sheet being about one-quarter 
inch longer than the sheet of next 
lower number. Thus when all of the 
sheets are stapled into a blue cover 
binder like a lawyer’s brief, the page 
numbers and subject matter are visible, 
but the facts and figures on each page 
but the first is covered. The entire 
affair looks a good deal like one of 
those folders for keeping desks tidy — 
the kind in which you stow letters for 
dictation, and other odds and ends 
which otherwise would be lying on 
the desk top. 

The sheets themselves are printed 
up on a duplicating machine, so that 
their cost is negligible. The facts on 
the sheets are prepared at the most 
convenient points in the bank, and 
then forwarded to a central point for 
binding and distribution. Six copies 
are made, one for each of the senior 
officers of the bank. These contain 
distinctly executive information, and 
are given neither to junior officers nor 
department heads. 

As the first step in detailed explana- 
tion of the set-up, suppose we consider 
the subject matter of each sheet, and 
the source from which it originates in 
the bank. 

1. Deposits, Rates, Rediscounts and 
Bills Payable Federal Reserve, Corre- 
spondents. From the General Book- 
keeper, who takes it from the daily 
statement. 

2. Trust Department. From. the 
trust department. This gives a com- 
plete report of all trust matters of 
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importance and/or new trust busi- 
ness handled. 

3. Cash Items Held in Collection 
Department. From the collection de- 
partment. 

1. Closed Accounts: Commercial; 
Savings. Compiled by head _ book- 
keeper with help from savings depart- 
ment. 

5. Mortgage Department. From real 
estate department. 

6. New Accounts: Commercial; 
Savings. From new accounts depart- 
ment. 

7. Discount Committee: New Loan 
Applications; Special Reports. From 


credit department. This sheet lists 
applications for loans, with significant 
facts bearing on them. It likewise 
lists customers’ statements received. 
and reports of special officers’ meet- 
ings, if any. 

8. Maturing Notes, Disposition by 
Committee. This lists loans maturing 
within ten days or so, amounts, decision 
of the loan committee as to whether 
they should be collected, renewed. 
collected in part, or referred to a loan- 
ing officer for his decision after dis- 
cussion with the borrower. From credit 
department. 


9. Overdrafts: Commercial; Banks. 
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Name: Amount: 
C. W. Aaltzell $ 000 00 
Aernet Cleaning Co. 0 000 00 
H. T. Halvert 00 00 
Paul Barrington 00 000 00 
Wilburn Burran 00 00 
E. 0. Clder 0 000 00 
Sam Emrich 000 00 
D. P. Eletcher 000. 00 
C. H. Fallrein 00 00 
E. B. Fano 000 00 
Finner & Finner Publishing Co. 000 00 
A. Page P Q 000 00 
W. T. Vestmoreland, Jr. 0 000 00 
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Date: Dec. 1, 1934, 


MATURING NOTES SUBMITTED TO COMMITTEE 


Disposition: Officer: 
Collect Brown 
Collect or renew Hoopes 
Collect Hoopes 
Refer Thornton 
Collect part Rachof sky 
Collect or renew Read 
Collect part Rogers 
Collect part Rogers 
Collect Widdecke 
Collect Rachof sky 
Refer Brown 
Collect part Brown 
Collect or renew Thornton 








8. MATURING NOTES - DISPOSITION BY COMMITTEE 


This illustrates page eight of the ‘‘Daily Bulletin.’’ 


It covers ‘‘Matur- 
ing Notes,’’ and the disposition made of them by the loan committee 
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The ‘‘Bulletin’’ comes out each day 


. It is made up of thirteen pages, 


stapled into a blue cover binder 


From head 


bookkeeper and bank 
bookkeeper. 
10. Personal Loan Department. From 
industrial loan department. Lists 


the day’s loans by name, endorsers, 
amounts, with a summary of total new 
loans, total loans paid, total loans, 
total deposits. 


HREE unnumbered sheets at the 

back carry respectively itemizations 
of new loans, renewals, and notes paid in 
full. These three tabulations are com- 
piled in the loan and discount depart- 
ment, and in the credit department. 
New Loans Made Today carries column 
headings: Maker; Officer; Amount; 
Rate; Maturity; Total Debt to Us; 
Average Deposit Balance; Collateral 
and Comments; and a summary head- 
ing, Total New Loans Made. Renewal 
Noles and Payments Made carries the 
same column headings, plus Amount 


Paid and Balance Renewed; and 
summary heading Total Partial Pay- 
ments. Notes Paid in Full carries 
only five column headings: Maker; 
Amount Paid; Total Debt to Us; 
Average Deposit Balance; Collateral 
and Comments; and summary head- 
ings, Total Notes Paid in Full; Total 
Partial Payments; Total Collections 
for Day. 

The individual blank sheets are 
kept in the departments where they 
respectively originate. The half-dozen 
copies are made in these departments 
by typewriter and carbon paper, or 
by hektograph duplication. These are 
forwarded to the credit department, 
where the “Bulletin” is collated and 
bound, and the finished copies de- 
livered to each active loan officer. 
These officers may keep them as long 
as they wish, or file them, or discard 
them when no longer needed. One 
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officer regularly returns his copy to 
the credit department when he has 
finished using it, and it there goes 
into a file complete as far back as 
we have been using the “Daily Bul- 
letins.”’ 

The usefulness of this “Bulletin” 
in any bank beyond the size requiring 
only two or three active officers must 
be apparent. Frankly, we should feel 
lost without it. As an instance most 
easily understood by someone who 
has not used it, consider the usefulness 
of sheets 7 and 8, which deal primarily 
with new loan applications and the 
loan committee’s disposition of matur- 
ing notes. The notes are brought 
before the committee about ten days 
before maturity. Decision there is 
binding on all officers. And suppose 
that H. T. Halvert, the maker shown 
on the third line of this sheet as re- 
produced on page 16, comes in while 
Mr. Hoopes, the officer in charge of 
that credit, is at luncheon. He comes, 
let us say, to my desk. If it were not 
for. the “Daily Bulletin,’ I should 
either have to ask him to return later 
or else I might try to recall to mind 
what had been decided —perhaps 
erroneously. 

Instead, I look in my copy of the 
“Daily Bulletin.” There it is: H. T. 
Halvert, Collect. So I tell him that 
Mr. Hoopes had his renewal before the 
loan committee, and that Mr. Hoopes 
was instructed to collect. So the 
customer goes to the note teller and 
pays off. Which gets that piece of 
business out of the way promptly and 
efficiently. 

The “Bulletin” comes out each day 
bearing the date of the previous day, 
since it is really the summing up of 
yesterday in the bank. It is ordinarily 
kept about a week, until the loans and 
maturities listed there are cleared up 
and out of the way. So each of our 
officers usually has the latest ‘Daily 
Bulletin” on his desk, and perhaps the 
preceding half dozen copies handy in a 
desk drawer. 

The cost of this service to our senior 
officers is so small that it is not worth 
considering. Because the work is so 
widely distributed throughout the 
departments, it is no burden on any 
department and there is, for all 
practical purposes,, no labor cost to 
getting it out. On the other hand, the 
“Bulletin” is invaluable. It gives 
each of us in a few minutes’ reading a 
summing up of everything that has 
happened of importance on the previ- 

ous day. It is a guide book on loans, 
a reminder to mention to a good 
commercial customer our gratification 
that he has made a trust in our bank. 
In fact, it is the ready reference and 
handy household compendium around 
our shop, and it is difficult to under- 
stand how we were ever able to get 
along without it. 
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. . . . Recent Court Decisions that 
are of Particular Interest to Banks 


LEGAL 
DicEsT 


Foreign Bank 


American banks doing business in 
foreign countries will find some of their 
possible liabilities illuminatingly set 
forth in a recent Federal Court decision 
involving a New York bank with a 
branch in Russia. 

An American corporation deposited 
funds in the Russia branch of this 
bank under an agreement to the effect 
that the transaction was to be subject 
to Russian law and the decisions of the 
Russian government. The deposit 
agreement also provided that the 
assets of the bank were to be subject 
to liability for breach of the agree- 
ment. The Russian government closed 
the bank and confiscated the deposit 
account. It appeared that, before 
this, the bank had notified the deposi- 
tor to withdraw the money, but the 
depositor failed to do so. The funds 
were never repaid by the bank to the 
depositor. 

At suit against the bank in the 
Federal Court in New York, it was 
held that under the deposit agreement, 
the assets of the bank outside Russia 
were available for the satisfaction of 
the depositor’s claim, regardless of the 
provision making the matter subject 
to Russian law. (Day-Gormley vs. 
National City Bank, 8 Federal Supple- 
ment 503.) 


Fraud 


A voluntary conveyance of real 
estate is not necessarily in fraud of 
creditors, under a decision by the 
Supreme Court of Appeals of West 


Virginia. According to this decision, 
such a conveyance may be: 

1. Void as to existing creditors if 
not for a “valuable” consideration; or 

2. Valid as against subsequent credi- 
tors if merely voluntary but not with 
fraudulent intent; or 

3. Void as to all creditors, both 
existing and subsequent, if voluntary 
and with fradulent intent; or 

4. Valid as to all creditors, even 
though voluntary and fraudulent, if 
the grantee is a bona fide purchaser 
for value and without notice of the 
fraud. (Bankhead vs. Baughman, 176 
Southeastern Reporter, 854.) 


Estate Tax 


To what extent does the domicile of 
the decedent govern the imposition of 
inheritance tax on the assets of his 
estate? 

The Supreme Court of the United 
States was recently called upon to 
decide that rather broad question for a 
bank acting as executor of an estate 
in which a rather unusual situation 
existed with respect to certain assets. 
The decedent had been a wealthy man 
possessed of a collection of valuable 
paintings. He lived in New York, but 
had been persuaded to loan certain of 
his paintings for exhibition purposes to 
a museum located in Pennsylvania. 
The paintings were not loaned for any 
definite period of time, but were to be 
returned to him at his request. Previ- 
ously, the pictures had been kept by 
him in New York. 

At the time of his death the paint- 





ings were still in the museum in 
Pennsylvania, and he had not re- 
quested their return or made any 
definite arrangements to that end. 
The State of Pennsylvania imposed an 
inheritance tax on the paintings as 
assets of the estate located in Pennsyl- 
vania. The bank acting as executor 
resisted this tax on the ground that the 
location of the paintings in Pennsyl- 
vania was, under the circumstances, 
merely “‘transitory” and that, there- 
fore, they were not subject to taxation 
by the State of Pennsylvania. 

The Supreme Court thought other- 
wise, holding that the pictures had 
acquired a legal “situs” in Pennsyl- 
vania and hence were subject to 
taxation there on the theory that 
assets of a decedent’s estate are subject 
to taxation in the state in which they 
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have actual and legal situs, regardless 
of the domicile of the owner. (City 
Bank Farmers Trust Co. vs. Schnader, 
U. S. Supreme Court Advance Opin- 
ions, Vol. 79, Page 68.) 

2 


Payee 

If the payee of a note, gratuitously 
and without consideration, agrees to 
release a co-maker on the note from 
liability thereon, is such an agreement 
enforceable at law? 

Where the payee of a note, believing 
that one of the co-makers is not liable 
thereon, refrains from pressing that 
co-maker but insists on payment from 
the other co-makers, does such conduct 
by the payee operate to release the 
co-maker who is not pressed? 

Those two questions, as well as 
other points of negotiable instruments 
law, are most ably discussed in a 
recent Georgia case. 

An agreement by the payee of a note 
to release a principal from obligation 
thereon is not effective, it was held, 
unless it amounts to a contractual 
obligation by virtue of its’ being 
supported by a valid consideration. 
Moreover, in the absence of such con- 
sideration, a co-maker is not released 
from his liability on the note by the 
fact that the payee forbears to press 
him, although demanding payment 
from the other co-makers. (Arnold vs. 
Darby, 176 Southeastern Reporter, 
914.) 


Leasehold 


That assignments of interests in real 
estate may involve liabilities as well 
as benefits, is pointed out in a recent 
decision by the Maryland Court of 
Appeals. 

In that case a leasehold estate was 
mortgaged, and the mortgage later 
came into the hands of an assignee. 
The document creating the leasehold 
estate provided for the payment of an 
annual rental to a trustee bank and 
for the payment of taxes by the 
holders of the leasehold. Default being 
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made in these payments, the bank, 
which as trustee owned the reversion- 
ary interest in the real estate, sued 
the assignee of the mortgage on the 
leasehold for the defaulted payments. 

A mortgage being in Maryland, as 
in many other states, a defeasible 
conveyance, an assignment of the 
mortgage was in effect an assignment 
of the leasehold, the court held, and the 
assignee of the mortgage was, there- 
fore, liable for the performance of the 
leasehold covenants for payment of 
rental and taxes. (Williams vs. Safe 
Deposit and Trust Co., 175 Atlantic 
Reporter, 331.) 


Income Tax 

A taxpayer paid his income tax to 
the United States for two successive 
years. Later it appeared that he was 
entitled to a credit by reason of over- 
assessments for the second tax year, 
but was subject to additional assess- 
ments for the first tax year. 

Before the adjustment was made 
the taxpayer died. The Commissioner 
of Internal Revenue took up the matter 
with the executor of the estate and 
determined that after adding the 
assessments for the first tax year and 
applying the credits arising out of the 
over-assessments for the second year, 
there was a refund due the estate. 
Accordingly, the government’s check, 
together with a certificate covering the 
adjustment, was mailed to the executor 
of the estate. 

About four years later a claim was 
filed by the estate for a refund of the 
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tax on the over-assessments in the 
second tax year on the ground that the 
statute of limitations had run against 
the collection of the deficit in Lhe first 
year’s tax out of the excess collected 
on the over-assessments in the second 
tax year, at the time of the ‘‘adjust- 
ment.” 

The United States Court of Claims, 
passing on the matter, held that the 
acceptance by the executor of the 
estate of the government’s check in 
the adjustment, barred recovery of 
the balance of the over-assessment in 
the second tax year, especially as no 
objection had been made for nearly 
four years afterward and there was no 
claim that the settlement had been 
made under a misapprehension of the ' 
facts. (First National Bank vs. United 
States, 8 Federal Supplement, 484.) 


Endorsers 


A and B became endorsers on C’s 
note, which was secured by a mortgage 
on C’s real estate and personal prop- 
erty. Later, without the knowledge 
of A and B, the payee of the note, who 
was also the mortgagee in the collateral 
mortgage, made another loan to C. 
It was then agreed between C and the 
lender that the proceeds of the sale of 
the mortgaged goods should be applied 
first to liquidate this additional loan 
and that what was left should be 
applied to the note which A and B had 
endorsed. A and B knew nothing of 
this arrangement. 

Upon the sale of the mortgaged 
goods, the resulting fund was used to 
pay off the ‘extra’ loan, but there was 
not enough surplus money left to pay 
the note. The payee of the note 
thereupon brought legal proceedings 
to collect the unpaid balance of the 
note from A and B as endorsers. 

It appearing that the money realized 
from the sale of the mortgaged goods 
would have been sufficient to pay the 
note in full if the funds had not been 
applied first to the “extra” loan, the 
court ruled that the endorsers were 
not liable. 

“Where there is a guaranty of a 
limited part of a debt,” the court said, 
‘“‘any payments by the debtor must be 
applied first to discharge the portion 
guaranteed.” (Washington County 
Credit Corporation vs. Miller, 157 
Southern Reporter, 343.) (See page 2!) 
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The death of Eugene R. Black 
brought high tribute for his outstand- 
ing service to American banking. As 
national liaison officer for the adminis- 
tration after retiring from the governor- 
ship of the Federal Reserve Board and 
after returning to Atlanta, he had 
pressed steadily for closer relations be- 
tween banks and the government. 
International News Photo 





Ralph T. Crane, new president of the 
Investment Bankers Association of 
America, has taken an active and lead- 
ing part in the work of the association 
since 1926. He is a vice-president of 
Brown Harriman & Company, Inc., 
New York City, and a director of a 
number of national industrial and 
financial corporations. 

Blank & Stoller 





Noted in Banking Circles . . 








William Notman & Son Photo 


Morris W. Wilson, new president and 
managing director of The Royal Bank 
of Canada, Montreal, is the first pro- 
fessional banker to become president. 
He joined the bank’s staff thirty-seven 
years ago, has served as accountant, 
assistant manager, manager, chief in- 
spector, supervisor of branches, senior 
assistant general manager, general 
manager, is today 51. 





International News Photo 


M. Jean Tannery is the new governor 
of the Bank of France and power be- 
hind the franc. Prominent in French 
finance, he has since 1925 directed 
La Caisse des Depots, which manages 
savings banks funds, and LaCaissee 
Autonome d’Amortissement fund for 
amortizing the nationaldebt. He is re- 
ported hostile to currency adventures. 





Rice Photo 


Sydney G. Dobson, new general 
manager of The Royal Bank of Can- 
ada, started his banking career as a 
junior clerk in the Maritimes branch at 
Sydney, Cape Breton, thirty-four years 
ago. He has been accountant, assist- 
ant manager, acting supervisor, Head 
Office general inspector, and assistant 
general manager. He is 51 years old. 


° ¢ 


Jackson Dodds, O. B. E., president 
of the Canadian Banker’s Association 
and a prominent figure in banking and 
finance, started his career at sixteen in 
London, entered Canadian banking at 
20. Besides being general manager of 
the Bank of Montreal, he is a director 
of numerous Canadian and British 
financial and civic organizations. 


International Press Photo 
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LEGAL DIGEST 


(From page 19) 








Check 


The payee of a worthless check sued 
the drawer, who pleaded that there 
had been no consideration for the 
check. The evidence showed that the 
check had been given for an interest 
in certain mineral rights and that, 
actually, no deed conveying such 
interest had ever been tendered to the 
drawer of the check. 


This, the court ruled, was a good | 


defense to the check, want of con- 
sideration being available as a defense 
on a negotiable instrument against any 
party not a holder in due course. 
(Columbia Restaurant vs. Sadnovick, 
157 Southern Reporter, 280.) 


Guardian 


The cashier of a bank was personally 
appointed guardian of the estates of 
certain minors. It was alleged that 
with the funds of the guardianship 
estates he bought from the bank a 
certain note, without having received 
the requisite legal permission from the 
court to make such an investment. 

Later, he was succeeded by another 
person as guardian, who contended 
that the investment was precarious 
and the collateral for it inadequate. 
The second guardian accordingly 
brought suit against the first guardian 
and the bank. While holding the first 
guardian liable for whatever loss 
might result from the unauthorized 
investment, the court exonerated the 
bank since from the evidence it 
appeared that the guardian bought 
the note directly from the maker and 
that, actually, the bank had no 
connection with the transaction. 

Probably a_ different conclusion 
might have been reached if it had 
been shown that while occupying the 
dual capacities of guardian and cashier, 
the guardian has taken advantage of 
the situation to foist on the guardian- 
ship estates a bad investment of the 
bank’s. (Brewer vs. Herron, 157 
Southern Reporter, 522.) 


Note 


A bought a negotiable note on | 
which B was an endorser. The note 


was payable at a bank named therein. 
The maker failing to pay the note at 
maturity, A sued B as endorser. The 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


MAIN OFFICES IN THE TWO RESERVE CITIES OF 


CALIFORNIA 


SAN FRANCISCO —No. 1 Powell Street LOS ANGELES—660 So. Spring Street 





Condensed Combined Statement of the Bank of America, N. T. @ S. A., and 
Bank of America (a California State Bank )—Identical in Management— 
On December 22, 1934, sixty-one branches of the State Bank 
were merged with the National Bank 


DECEMBER 31, 1934 


RESOURCES 


Bank of America Bank of America 
Cash in Vault and in N.T.&S.A. ACaliforniaStateBank COMBINED 


Federal Reserve Bank....... $ 52,975,492.98 % 1,020,333.10 
Due from Banks............. 75,640,546.69 — 1,309,379.69 $ 130,945,752.46 
Securities of the United States 
Gov’t and Federal Agencies.. 355,340,162.37 5,380,531.94 
State, County and Municipal 
NE iit Sidkin nee ae 97,797,998.27  3,584,744,43 
Other Bonds and Securities. .. . 21,020,692.65 2,036,486.93  485,160,616.59 
Stock in Federal Reserve Bank 
and Investment in Federal De- 











| posit Insurance Corporation. . 3,830,803.71 103,986.63 3,934,790.34 
| Loans and Discounts.......... 461,645,975.21 10,736,877.29 472,382,852.50 
| Accrued Interest and Accounts 

| TROCCIVABIC. 6.6 cio 6c cissew se oe 8,'734,294.47 24,492.10 8,758,786.57 


*Bank Premises, Furniture, Fix- 

tures and Safe Deposit Vaults 36, 458,509.92 847,604.86 37,306,114.78 
Other Real Estate Owned..... 10,312,032.09 384,789.82 10,696,821.91 
Customers’ Liability on Account 

of Letters of Credit, Accept- 





ances and Endorsed Bills. ... 17,074,705.78 1.500.00 17,076,205.78 
Other Resources.............. 1,492,104.43 421.72 1,492,526.15 
ToraL RESOURCES.......... $1,142,323,318.57 $25,431,148.51  $1,167,754,467.08 


| LIABILITIES 














Sane Seer rer eer $ 50,000,000.00 $4,200,000.00 
Se ee eee 30,000,000.00 1,000,000.00 
Undivided Profits... .......... 17,164,340.58 758,086.80 %103,122,427.38 
ee eee eee $ 2,772,769.29 82,118.34 2,854 887.63 
Reserve for Quarterly Dividend 
payable January 2, 1935.... 1,000,000.00 26,250.00 1,026,250.00 
CHEGIBHION . .s5« w5oGs0oe sees 45,500,000.00 None 45,500,000.00 
Rediscounts and Bills Payable. None None None 
Liability for Letters of Credit 
and as Acceptor, Endorser or 
Maker on Acceptances and 
Poreign Bills... ........-5- 17,553,407 ,04 1,500.00 17,554,907.04 
| .. {Commercial......... 262,908,677.19  3,030,464.28 
| Deposits) Gavings............. 715.424.124.47 16,332,729.09 997.695.995.083 
Tora LIABILITIES......... $1,142,323,318.57 $25,431,148.51  $1,167,754,467.08 


court held that B was discharged of | 


liability for the following reasons: 
1. The note was not presented for 
payment at the designated bank. 


2. Notice of dishonor of the note ! 


This statement includes the figures of the London, England, banking office of Bank 
of America, N. T. & S. A. 


*423 BANKING OFFICES IN 255 CALIFORNIA COMMUNITIES 


In writing to advertisers please mention The Burroughs Clearing House 
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upon presentment was not given to B 
as endorser. 

The court pointed out that, to hold 
an endorser liable, all the formalities 
prescribed by the Negotiable Instru- 
ments Law must be strictly complied 
with —unless, of course, the endorser 
has waived them. (Kelly vs. Ford, 176 
Southeastern Reporter, 705.) 


Deed 


A bank took a security deed and 
upon a default on the obligation 
secured thereby, proceeded, in accord- 
ance with the powers granted in the 
deed, to sell the real estate. After the 
sale, the former owners resisted evic- 
tion. 

The security deed in one part 
described the property as “lot number 
105” and elsewhere as the “lot on 
which I now reside.” Actually, the 
grantor resided on lot number 104, on 
which he had put most of the improve- 
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ments. It was contended that the 
bank had no title to lot number 104. 

Regardless of the recital of lot 
number 105 in the deed, it was held, 
the grantee bank was justified in 
thinking that the lot conveyed to it 
was the one on which the grantor 
resided and on which he had put most 
of the improvements. The bank had a 
right to rely on the words, “‘the lot on 
which I now reside,” in the deed, as 
showing the real intent and purpose of 
the parties at the time the deed was 
made. (Harmon vs. First National 
Bank, 176 Southeastern Reporter, 833.) 


Trust Account 


A guaranty company made real 
estate loans against which it issued 
and sold mortgage notes with guaranty 
of payment. The proceeds of such 
notes it deposited in a special trustee 
account. On _ several occasions the 
company borrowed and made loans 


from the trustee account, but shortly 
thereafter, in each instance, deposited 
other funds in the account to make up 
the deficit. 

Upon the insolvency of the company 
it was contended that this account 
should be available to creditors gener- 
ally since the borrowing, lending and 
redepositing transactions by the com- 
pany had caused the account to lose 
its identity as a trust fund for the note 
holders. 

However improperly an agent or 
trustee may deal with money en- 
trusted to him, the court said, he 
cannot thereby divest the ownership 
of those for whom he holds the fund. 
Consequently, the trustee fund identi- 
fied as such was the property of the 
note holders, regardless of the use 
made of it by the company on occasion 
for lending and borrowing purposes. 
(Tropical Printing Co. vs. Union Title 
Guarantee Co., 157 Southern Re- 
porter, 334.) (See page 32) 


Interviewing Texas Bankers 


(From page 5) National Bank. Its 5,000 
people made Longview a sizable east 
Texas town back in 1930 before oil 
was struck. Now it has 18,500. It is 
just outside the oil field. J.C. Barton, 
vice-president, explains the local situ- 
ation. Longview, with over $1,250,000 
of new construction, ranked third or 
fourth in Texas 1934 building permits. 
The bank is loaning to contractors, is 
making new mortgages for its own 
investment. Much of the construc- 
tion is for country folks moving to 
town to enjoy their oil-financed leisure. 


OTTON is the big crop, oil, the big 

business. When the wells eventually 
run out, the community will have to 
live on its wealth and the proceeds of 
the farms in the eastern —oil-less — half 
of the county. Once in 1917 the bank 
touched $1,000,000 in deposits, then 
quickly shrank. Today, deposits exceed 
$3,500,000, are growing prodigiously. 
More than $3,000,000 of this is un- 
employed. The bank is looking for 
good loans, cannot find them. No bank 
in the district lets a loan escape from 
its home community. The problem is 
to make a reasonable rate of return on 
deposits. Three years ago present 
deposits would have been a gold mine, 
today are merely an expense to take 
care of. Since 1931 the bank has made 
$212,500 net profit, has used it for pay- 
ing dividends, cleaning up slow farm 
paper and setting up reserves. Capital 
is $100,000, surplus $100,000, reserves 
and undivided profits $115,000. 

Smith Price, president and chairman, 
The Rembert National Bank, com- 
plains of a lack of earnings. Deposits 
have doubled to $2,500,000 since 1931, 


but loan volume is below normal of 
pre-oil days. The staff has had to be 
doubled, now is above 15 people. The 
bank has double the number of book- 
keeping machines, would be eaten out 
of house and home without modern 
machinery. It recently purchased an 
electric typewriter for the transit de- 
partment; transits increased tenfold 
since 1931. The bank wishes no 
greater deposits under present condi- 
tions, has no C/D’s, pays 2 per cent 
on savings. It has had to double its 
safe-deposit equipment, installed large 
new blocks of boxes twice this past 
year. Gregg County private investors’ 
holdings of government and other 
bonds are estimated to equal the banks’ 
total deposits. Farming is as important 
as ever in the incomes of most of the 


county, but it is hard for people—. 


bankers included!—to pay much at- 
tention to farms, with oil wealth 
dominating the scene. 

Now back to the oil field, at Kilgore. 
The scene resembles Gladewater, but 
on a larger scale and more orderly. 
Half an hour is used in finding a park- 
ing place. 

The Kilgore National Bank has 
grown from $125,000 deposits before 
oil to $2,100,000 today, says George 
Hayes, vice-president. Loans and dis- 
counts are about 9 per cent of deposits. 
Probably 20 people in town have oil 
royalty incomes of from $3,000 to 
$10,000 a month apiece —more cash in 
this group’s monthly income than an- 
nually entered the entire community 
in its farming days. Nobody knows 


the population; 4,000 children are in 
the community school district, con- 
servative basis for estimating total 


population of 15,000; at least half the 
men are unattached. 

The bank has stiff service and mis- 
cellaneous charges. Many accounts 
are rigidly analyzed and charged. The 
bank employs eight people where it 
used to have two. Nine times as much 
business is handled with four times the 
force by modern equipment, including 
new posting machines, turning out far 
more production per employee. 


ENDERSON, seat of Rusk County, 

has 10,000 people as against 2,300 
in 1930. Discovery of the east Texas 
oil field is credited to Henderson, ac- 
tually eight miles away. Luck? If 
that well had been put down 200 feet 
closer to Henderson, the oil field might 
not have been discovered to this day. 
The discovery well is on the very 
eastern border of the field! 

Ben R. Thomason, cashier, Citizens 
National Bank, explains that the loan- 
ing problem is as acute here as else- 
where in the oil region. But post-oil 
deposit increases provide so large an 
investment fund that gross income is 
above normal. Last month the bank 
paid its first dividend since organiza- 
tion. The bank is eager for good loans, 
and is just now getting under way 
actively to make housing moderniza- 
tion loans. There promises to be a 
good volume of these. Crop failure 
was almost complete this summer; 
farmers are in bad shape; the bank will 
make crop loans this spring only to 
those few farmers who can repay even 
though they make no 1935 crop. This 
limits probable crop loans to $50,000 
or $60,000. 

Next morning starts at Tyler, seat of 
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Smith County, and generally recog- 
nized capital of east Texas. With 
30,000 population, it is the largest city 
encountered on this trip. Sam R. 
Greer, president of The Peoples Na- 
tional Bank of Tyler, is likewise presi- 
dent of the Texas Bankers Association. 
His bank has deposits of $3,400,000, 
loans and discounts of $800,000. He 
wants more of safe loans, with the 
emphasis on “safe.” No qualified 
borrower in his territory, he declares, 
need go without bank loans. He has 
made 18 housing modernization loans 
totaling $5,000, wants more such 
loans. Despite the difficulty of making 
an adequate return on his deposits, 
Mr. Greer is not dissatisfied; with so 
large a volume, it is possible to earn a 
fair return on invested capital. 

He is greatly concerned about the 
government policies of restricting farm 
production, particularly cotton, the 
major local crop, and of interfering 
with normal processes of agriculture 
and marketing. Despite undeniable 
gains to southern farmers, he foresees 
serious difficulties unless the policy is 
changed to permit free functioning of 
economic forces. 

Around the square, at the Citizens 
National Bank, H. M. Bell, vice-presi- 
dent, tells of the same problem: lots of 
money; no ready outlet for good loans; 
deposits enough increased to give satis- 
factory earnings on capital. “This part 
of Texas has been unbelievably lucky,” 
he explains. ‘““The region as a whole 
has never had a depression; they struck 
oil just in time to prevent feeling it. 
The farmers have felt the depression. 
But when you gauge all the assets and 
incomes of the community as they flow 
through the banks, prosperity here has 
been greater than in 1929.” 

Next town is Athens, population 
4,500, seat of Henderson County. 
Tucker Glenn, vice-president, The 
First National Bank, tells the familiar 
drought tale: farmers in such shape 
that this spring the bank cannot make 
more than $60,000 of crop loans. Cot- 
ton is the big crop, but great quantities 
of tomatoes, ripening about June 15, 
are shipped to northern markets. 
Watermelons and peas and peaches are 
big cash crops. Cattle and hogs are the 
second most important farm product; 
over 40,000 head of grass-fed cattle in 
the county. The farmer did not raise 
enough feed this year to winter any 


substantial share of his cattle through. | 


It takes 25 head of cattle to buy a ton 
of meal. 

Loans are chiefly commercial, at this 
time few are farm loans. Athens has 
prospered from oil profits; oil fields lie 
about 35 miles in each direction. 
Deposits hold about even at $775,000, 
well above the pre-oil totals, there has 
been no pressure to cut expenses 
recently. 

Corsicana, seat of Navarro County, 
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CONDENSED STATEMENT OF CONDITION 


December 31, 1934 


Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street and in 
Community Centers throughout Greater Cleveland and nearby. 





Assets 
Cash on Hand andin Banks. ... . $ 64,099,693.47 
United States Government Bonds and ~ 
Certificates, including other obliga- 
tions fully aeeaiees by U. S. Govern- 
ment... " 57 ,096,668.92 


State, Mivetieel oat Other — _ 
Investments, including Stock in Fed- 


eral Reserve Bank, less Reserves. ... 16,869,389.52 
Loans, Discounts and Advances, less Re- 

Se ae ee eae Oe eee 141,841,140.97 
Banking Premises ....... . 6,296,547 .57 
Other Real Estate... . : 6,564,292.19 
Interest and Earnings pone and _—— 

Resources, including Advance for De- 

posit Insurance “ep er ea ea ae 4,344,099.54 
Customers’ Liability on Acceptances Exe- 


cuted by thhtieBenmk ....:.. =. 42,117.55 

Total ..... . . §$297,153,949.73 
Liabilities 

Capital Notes . . . . $ 15,000,000.00 


(Subordinated to Deposits and other 








Liabilities) 
Capital Stock . .. . 13,800,000.00 
Surplus and Undivided 

Profits... . ; 3,020,055.13 

$ 31,820,055.13 

Reserve for Taxes, Interest, etc. . . . 1,139,405.74 
DEPOSITS 

Demand .. . . . $108,307,391.71 

ee a oa 139,812,958.44 


Cash a of Estates 
and Corporate Trust De- 
partments (Preferred) 15,510,020.58 





263,630,370.73 
Other Liabilities . . . a oe ae 522,000.58 


Acceptances Executed for Cemniie. ‘ 42,117.55 
Total ..... . . §297,;153,;949.73 





Member 


’ Member Cleveland 
Federal Reserve System 


Clearing House Association 
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Plo 


Creating a new Value in autographic 
register design and utility, offering: 


©) @ NEW BEAUTY ( 
@ NEW PROTECTION 
@ NEW ACCURACY 
@ NEW CONVENIENCE VU 


Distinetively modern, surpris- 
ingly low priced, expressing the J 
“free flowing” operation and smart 

~, styling that characterize the en- 
tire new Form Flow line of 260 
styles and sizes, the Cash and 
Charge model provides economical 
protection, accuracy and conven- 
ience in recording cash sales, charge 
sales, cash receipts and cash paid 
out. Complete itemization gives 
complete information. All transac- 
tions are recorded with equal 
safety and simplicity. 

For greater profits in 1935 in- 
vestigate the use of this new regis- 
ter and the entire line of Form 
Flow Registers for all hand written 
records. Call in the Standard man. 


O 





Standard’s Exclusive Pin Form Flow Counter Model 
VW heel Principle — The _ typeofferedinevery needed 
Forms Can’t Slip. style and size. 


The Standard Register Co., Dayton, Ohio 
Send information on the new Form Flow 

models checked below: 

[) Cash and Charge Register, 

————-manual or 

[) Counter Type Register 

{_] All Electric Registers 

{_] Portables, to be used fora 

type record system. 

Write your name, firm 

name, address in margin. 


electric. 
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has 20,000 people. The first oil wells 
west of the Mississippi were found here 
in the 90’s, 100 feet down, by a digger 
after water. Many of these still pro- 
duce a barrel a day. As in western 
Pennsylvania, most farmers own a well 
or two; this income has helped weather 
the farmers through. The town has 
industries making oil well supplies, and 
many large oil-wise investors whose 
wealth has increased in new south- 
western fields. 

J. H. Roberts, cashier of The First 
National Bank, reports his bank’s 
loans exceed 75 per cent of deposits, 
are clean. Loans are almost entirely 
commercial; very few agricultural. 
Hereabouts is primarily cotton land, 
with corn as the secondary crop for 
cattle-raising is increasing. 
The district fared better in 1934 than 
most surrounding territory, has prob- 
ably 75 per cent enough feed for its 
many cattle. Dairying supplies local 
fresh milk and a local creamery, with 
a surplus for the condensary at Waco. 

Navarro County has service charges, 
which have helped greatly. The two 
Corsicana banks have upped _ the 
county charges here and there to meet 
their costs. 

Ennis is in Ellis County, “‘the biggest 
cotton producing county in the world,” 
declares E. C. Hawkins, vice-president 
of The Ennis State Bank. “We had 
fair crops this year, a little short of 
normal. The bank makes about $100,- 
000 in crop loans —about 20 per cent of 
total deposits —every spring, expects to 
do so this year. Service charges yield a 


good revenue. 1934 was a very good 
year for the bank.” 

Now to Ferris, and a talk with D. H. 
Moyers, president, Farmers & Mer- 
chants State Bank. He has a larger 
share of deposits loaned out than is 
usual hereabouts: $189,000 out of 
$559,000 on the last call loaned and 
invested, the figure now up by a sub- 
stantial percentage. “You can’t get 
anywhere with a bank if you have idle 
money,” declares Mr. Moyers. “We 
don’t go out looking for loans; that gets 
bad loans. But we encourage our 
customers, farmers all, to borrow to 
make money. We are urging them to 
buy good young mules, but not trac- 
tors, which are a luxury in this small- 
farm country. Farmers can’t afford 
luxuries these days. 

“‘We made as good a crop as the 
restrictions would permit, and high 
cotton prices have put lots of cash in 
our farmers’ pockets. So far it has 
worked out to our advantage, but I’m 
sorely worried about the future of cot- 
ton control by the government. It 
seems likely to go against us and the 
entire agricultural South eventually.” 

And so, tired but with a sense of 
something accomplished, 18 miles back 
into Dallas. Three days, 24 bankers 
visited in 16 towns. Exactly 387 miles 
on the speedometer. More oil derricks 
seen than in 40 years previously. More 
cotton than a northerner sees in a life- 
time. And, I hope, a pretty good 
picture of just what banking is all 
about these days in the cotton, cattle, 
and oil regions of eastern Texas. 


Finding Safe Loans that Aid 
Recovery 


13) 
manufacturer’s 


(From page standpoint of that 
local bank, the deal 
That bank 
could not have loaned him the amount 
he needed because of its small capital- 
ization. We told the customer, “You 
don’t need to keep the proceeds of these 
notes in our bank. Put it in your local 
bank, if you wish.” And while he 


| opened an account with us and carried 


' some funds here, the bulk of his bor- 


| the same category. 


rowings flowed through the bank in his 
home town. 

Or consider another loan, in much 
A plant making 
automobile parts. Business was avail- 
able but capital had to be provided to 
go into production. 

This plant is quite a distance from 
Flint. But, somehow, word reached 
its management that the Citizens Bank 
over at Flint was making loans under 
set-ups which in some _ inexplicable 
fashion worked out to the advantage 
of every party to the deal. They came 
in to see us in the winter of 1933-34, 
when the automobile industry was 
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getling ready for the spring of 1934 — 
which turned out to be far bigger than 
even the most confirmed automotive 
optimist had believed it could be. 
Would we, the manufacturer wanted to 
know, set up one of those arrangements 
with him by which he would finance 
himself to operate his plant? 

We would, and did, on an arrange- 
ment essentially like that for the manu- 
facturer of wearing apparel. The new 
customer went out and got good busi- 
ness. He bought the necessary tools, 
using our money, and met his first few 
payrolls from the same source. That 
loan climbed to pretty substantial 
proportions —which was fine with us, 
for we had assignments of accounts 
owed by some of the best names in the 
industry. The loan has been paid up 
and new loans made — today, they owe 
but little, if any —but credit is again 
available as their needs may require. 
Even now, that plant is working 125 
people full time and we have been fully 
secured at all times. We have had 
some welcome revenue. As in the 
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instance of the apparel maker, every- 
body is better off because we made this 
loan. 

Another instance. In the fall of 
1933, farmers came to us with a pro- 
posal. They had their barns bulging 
with feed. They had few animals to 
use it up. Grain and hay prices were 
low, unattractive. If we could finance 
them in buying several carloads of 
lambs, they believed they could turn a 
good profit on their feed, by converting 
them into mutton. Having been born of 
a family of livestock people, the writer 
was thoroughly familiar with the prob- 
lem and while our experience during 
recent years has been with carburetors 
and die castings and pyroxylin lac- 
quers, rather than with the intricacies 
of the barnyard —our familiarity with 
feeder loans put us in a receptive mood. 
Their collateral was submitted and ac- 
cepted. The bank was adequately pro- 
tected. Those lambs were purchased 
with the bank’s money, by farmers who 
had the feed. They were sold at a good 
profit, and the bank got its money, plus 
the satisfaction of knowing that more 
good customers had been made for our 
local merchants and manufacturers. 

It does beat all how the grapevine 
telegraph works. Before we knew it, 
we had several feeder loans from farm- 
ers who came to us as the bank which 
would loan. The chances are that most 
of the loans could have been had locally 
if the farmers had only thought so. 
Anyhow, we made these loans, made 
money on them, and so did the bor- 
rowers. If you live in the Middle West, 
you may very well have eaten a lamb 
chop ora club steak which was fattened 
on the money of a bank which unex- 
pectedly to itself found itself loaning 
for the feed lots, in addition to the 
assembly lines. 

Our bank has been active and suc- 
cessful in making modernization loans 
under the National Housing Act. We 
have completed about 165 such loans, 
at this writing, for a total volume some- 
what exceeding $57,000. For the same 
reason that these other loans were wel- 
come, the modernization loans are 
welcome in our bank—they afford a 
profitable revenue on money, and even 
though they are a good deal of work, 
this is absorbed into our operating 
routine without hiring any new help. 

But the greatest advantage to us of 
the housing loans has been in what 
might be termed the field of public 
relations. Our bank has money to 
loan, and has had money to loan right 
along. But the general public did not 
know it; the loans we were making, 
and all the publicity we could give the 
fact, up until the middle of last sum- 
mer, could not overcome the daily 
assurances from the press, that the 
banks would not loan money. Like 
most banks our size, we have open 
lines of credit granted for some time, 
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RESOURCES 


$ 93,628,337.10 


direct and/or fully guaranteed 148,734,657.64 


Net and Prepaid 


Customers’ Liability Account of Acceptances. and 


LIABILITIES 


Commercial, Bank and Savings $236,705,367.59 
Deposits secured by Pledge of 


$ 11,750,000.00 


Reserve for Common Stock Dividend No. 
and Preferred Stock 


Our Liability Account of Acceptances « and Letters 


























$242,362,994.74 


8,393,787.93 
2,295,296.18 
675,000.00 
39,283,008.55 
9,262,787.90 
6,305.12 


1,414,864.09 


596,784.08 
155,860.10 


$304,446,688.69 











9,713,162.90 
9,771,330.67 


2,580,726.71 


715,196.30 


4,207,127.03 $263,692,911.20 


13,538,636.31 


5,000,000.00 


5,750,000.00 
2,500,000.00 
458,073.90 


1, 


25,458,073.90 


500,000.00 


368,286.31 
290,346.89 


598,434.08 
$304,446,688.69 








some of which have never been used, 
others of which are only used in part. 
There is ample evidence in conditions 
prevailing all over the country of the 
dearth in demand for funds from re- 
sponsible borrowers in amounts suffi- 
cient to take up idle funds in our hands. 

The Federal Housing Administra- 
tion loans we have been making have 
been more effective in breaking down 
this public feeling of ‘““There’s no use 
asking, for the banks won’t loan,” 
than all the talking and all the adver- 
tising and all the loaning we did during 
the preceding many months. We have 
used them as the topic of many of our 
regular schedule of newspaper adver- 


tisements. We have covered our city 
with a full coverage, 28 boards, of out- 
door advertising posters attesting our 
desire to make modernization loans. 
We have joined with other local banks 
in another series of outdoor boards. 
We have local contractors and building 
material dealers by the dozen telling 
people that we are glad to loan money. 
And we have 165 successful borrowers, 
and their families and friends testifying 
from personal experience that the 
Citizens Bank will make loans to bor- 
rowers who can qualify. 

Ever since we began making modern- 
ization loans, we have felt a strong and 
steady current of other types of loan 
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applications from customers and non- 
customers, commercial and personal 
loans. Our volume of loan business, 
particularly in the smaller class, has 
increased materially. And a substan- 
tial share of these new borrowers say, 
quite without prompting, “‘We didn’t 
think we had a chance, with the banks 
supposedly not loaning. But when we 
saw in the papers how many housing 
loans you are making, we decided you 
would probably be willing to make 
other loans, too.” 

The fact is, we and most banks have 
been making loans in_ substantial 
volume, far in excess of what the 
statistics of total bank credits would 
indicate. This was brought out last 
summer when one of Professor Viner’s 
investigators, an able and open-minded 
economist from the University of 
Michigan, visited us in the course of 
the investigation of bank loaning in the 
Seventh Reserve District. At that 
time, in August, our total volume of 
commercial loans was only $11,000 
above what it had been at the first of 
the year—a negligible increase. But 
our records disclosed that during these 
seven and one-half: months we had 
made more than $1,750,000 in new 
loans. The shrinkage came because 


many old loans were meanwhile paying 
out, and because the fresh loans paid 
out promptly. As this is written, our 
total volume of new loans made in 1934 
is $2,023,000 as of November Ist, but 
our outstanding loans over December 
31, 1933, shows a decrease of $10,- 
646.00. So you see that the same proc- 
ess continues, despite our institution’s 
eagerness to loan money, and the fact 
that we are actually doing a pretty 
substantial and worthwhile job of 
putting out cash for the legitimate 
needs not only of our community but 
also even of some businesses a long way 
distant. 

The times are, from the standpoint 
of loaning and public relations and 
mutual understanding between banks 
and administration, undoubtedly 
changing for the better. It is all very 
encouraging. And from our experience, 
it is obvious to me, that, given a bank 
with ample funds, a willingness to make 
good loans, together with energy and 
enthusiasm for meeting applicants 
halfway, even today it is possible for 
the bank to put out enough loans to 
bring in a revenue which will be, if not 
luxurious, at least sufficient to satisfy 
an understanding group of stockholders 
and meet the needs of the community. 








CANADIAN NOTES and COMMENT 


by G. A. G. 


























BROAD BANKING POWERS 


Several innovations in the banking 
and financial system of Canada are ex- 
pected with the establishment of the 
Bank of Canada, the Dominion’s new 
central institution. Observers see in 
the wording of the act of incorporation 
the creation of an active Canadian 
market for bonds, bills, and foreign 
exchange, with participation in the 
trading by the government sponsored 
bank. Canada’s new institution has 
been given wide powers to enter such 
activities. Sections of the constitution 
provide that the bank may: 


Deal in the transfer of funds, trade ac- 
ceptances, bankers’ acceptances, bankers’ 
drafts, and bills of exchange with a 90-day 


| maturity. 


Buy and sell Dominion of Canada short 
term securities having a maturity not ex- 
ceeding two years. 

Buy and sell federal or provincial govern- 
ment securities having a maturity exceed- 


| ing two years from date of acquisition, to 


the extent of not more than three times the 
bank’s paid-up capital. 

Buy and sell short term securities issued 
by the United Kingdom, any British 
Dominion, the United States and France. 

Buy and sell a limited amount of long 
term British and United States Govern- 
ment securities. 
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Buy and sell or rediscount bills of ex- 
change and promissory notes in connection 
with the production or marketing of goods 
and merchandise, and also on primary and 
agricultural products, with certain time and 
percentage restrictions. 

Buy and sell various classes of approved 
securities for open market operations. 

Buy and sell gold, silver, nickel and 
bronze coin and gold and silver bullion. 


THE HISTORICAL MOTIF 


Canadian banks have demonstrated 
that the historical motif can be used 
most effectively in getting public at- 
tention and the early history of some 
of the Dominion’s oldest institutions 
has been subject matter for many an 
interesting series of advertisements. 

Much of the publicity of this type 
has been of a general nature and has 
centered around the observance of 
special events such as the excellent 
series issued recently by the Imperial 
Bank commemorating the 60th anni- 
versary of its establishment. Indicat- 
ing how the anniversary idea can be 
localized so as to have special appeal 
to residents of the area tributary to a 
branch, the Bank of Montreal has co- 
operated with editors in supplying 
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historical data in connection with the 
establishment of branches. 

Moose Jaw, Saskatchewan, papers 
recently carried an outline of the back- 
ground of the local branch of the Bank 
of Montreal as associated with the 
growth of the city over a quarter cen- 
tury. Names of the first officers of the 
branch, their periods of service, the 
description of the various premises 
occupied and the conditions prevailing 
at the time the branch was opened 
made an attention-getting story with 
local appeal. 


LOAN OFFICER’S TECHNIQUE 

A banker who can refuse a loan 
gracefully and still hold the customer’s 
good will has to be something of a 
diplomat, and considerable stress has 
been laid on this desirable accomplish- 
ment by the experts on public rela- 
tions. A client however, has come 
forward with the suggestion that the 
*“‘ves” technique should also get atten- 
tion. He complains that some officers 
give grudging approval to applications, 
and the atmosphere around loaning 
counters occasionally gives borrowing 
customers the impression that they 
have been caught in a plot against the 
bank’s rest fund. 


THE NEW CURRENCY 

Canada’s new currency issue will 
soon be put into circulation by the 
Bank of Canada, which has taken over 
the note issuing powers of the Domin- 
ion government finance department. 
Members of the Royal Family and two 
famous Canadian statesmen are por- 
trayed on the notes which are fine 
specimens of the engraving art. The 
bills are fractionally shorter and wider 
than those of the United States and 
much smaller than existing Canadian 
notes which will be retired. 


CANADIAN BOND PRICES 


An interesting study of the move- 
ment of Canadian bond prices appeared 
in the Royal Bank of Canada’s monthly 
letter for December. The various fac- 
tors influencing the downward trend 
of money rates are dealt with in the 
review and the study is made more 
useful to students of economics by the 
liberal use of charts. 


BANKS OF CANADA 


Records show that the name “Bank 
of Canada,” has occurred several times 
in Canada’s banking history but the 
institutions bearing this title did not 
find it much of an asset. In 1807 a 
group of citizens of Quebec and Mont- 
real petitioned the legislature of Lower 
Canada for the incorporation of “The 
Bank of Canada.” The legislature did 
not believe the times propitious for the 
establishment of a bank in the colony 
and the petition was declined. In 1818 
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In record time, the telephone takes you to friends or 
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across the continent. The average time for making a 
Long Distance connection is one and a half minutes 
—about half the time it took in 1929. Making your 
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System is making it better. 
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“The Bank of Canada” again appeared 
in the records, a group of Americans 
having organized a bank under this 
name which was incorporated in 1822 
and commenced business at Montreal 
with a capital of 300,000 pounds. The 
branch system so intensively developed 
in Canada was introduced by this 
institution and two other banks which 
commenced at that time, the Bank of 
Canada opening an agency at Kings- 
ton shortly after its establishment. The 
bank however, was not successful and 
a few years later ceased operations, the 
Bank of Montreal taking over its 
assets. The name “‘Bank of Canada” 
was not heard of again until 1858 when 
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several Toronto men petitioned the 
legislative council for an act to in- 
corporate under the title “Bank of 
Canada.” The capital was fixed at 
$3,000,000 and permission was given 
to commence business as soon as 
$1,000,000 was subscribed and $250,- 
000 actually paid in. The bank could 
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not obtain the necessary capital and 
found that the name was a liability 
because of its similarity to that of the 
Bank of Upper Canada which was in 
difficulty at that time. The charter 
was held in abeyance until 1866 when 
a group in Upper Canada purchased 
the charter and changed the name to 
the Canadian Bank of Commerce. 


A COUNTERFEITING CASE 


One of the most unusual counter- 
in Canadian criminal 
history has turned up in Saskatchewan. 
A sixteen-year-old lad from a Sas- 
katchewan hamlet using school paints 
reproduced a Canadian bank note so 
perfectly that it passed the inspection 
of business men. The youth’s artistic 
ability got him a two-year jail sentence 
but the same talents may win him an 
opportunity to develop his skill along 
legitimate lines. Efforts are being 
made to secure his release from jail, 
have him placed in a boys’ industrial 
school for a while and then given 
training in art at a recognized college. 


FIRST SILVER DOLLARS 


Cheers and groans greeted the news 


| that Canada would issue its first silver 
| dollar in May as a commemorative 


token of the 25th anniversary of King 
George’s accession to the throne. 
While the government has had author- 
ity under the currency act for eighteen 
years to mint a silver dollar, no action 
had been taken under the statute. 
The idea is considered a happy one 
from the commemorative standpoint, 
but it is felt that difficulty might arise 
in persuading the Canadian public to 
accept the dollars as a circulating 
medium. It has been pointed out that 
Canada has never been a “hard money 
country” and considerable resistance 


was encountered in placing the present 
fifty-cent coin in circulation. The new 
“George Dollar’ will be only slightly 
larger but thicker than the Canadian 
silver half-dollar and for this reason 
the experts believe that it will be more 
acceptable to the public. 


FOR THE RECORDS 


Twenty-one years ago, December 14, 
1914, when the blare of military bands 
and the sound of marching feet were 
heard on Vancouver streets, citizens 
of the Pacific coast city turned from 
scanning depressing casualty lists to 
read another unsettling notice tacked 
up on a bank door. The brief bulletin 
announced the suspension of the Bank 
of Vancouver, one of the few local 
banks with a Federal charter in exist- 
ence in. Canada at that time. An echo 
of this failure resounded in the supreme 
court at Vancouver recently when the 
chief justice authorized the liquidator 
to declare a first and final dividend of 
7% per cent to ordinary creditors of 
the bank, including depositors. The 
dividend will be distributed among 
7,200 creditors out of approximately 
20,000. The liquidator has paid off 
$890,000 of outstanding liabilities 
amounting to $1,126,242. 

The business of the Bank of Van- 
couver was small and limited to the 
Vancouver area, the unsettled war- 
time conditions being contributory to 
its failure. At date of suspension the 
statement of the bank showed paid- 
up capital of $445,189, with total assets 
of $1,532,786. The outstanding notes of 
the bank were redeemed in full. The 
failure. of the Bank of Vancouver was 
one of the two bank insolvencies to 
occur in Canada in the past twenty 
years, the other suspension being that 
of the Home Bank which took place 
August 17, 1923. 


THE VINER SURVEY 


(From page 11) recurrence of the errors 
which are thought to have brought 
on the recent wave of failures, but to 
be due in large part to the attitude 
of bank examiners, both state and 


The most important recommenda- 
tions of the Viner report regarding 
bank operation were: 

“That banks should be encouraged 
to make sound working capital loans 
of six months’ maturity and renew 
them indefinitely so long as (a) the bor- 
rower is able to pay interest out of cur- 
rent earnings, or has the prospect of 
adequate earnings over a reasonable 
period of time, and (b) his statement 
continues to reflect a sound position as 
to net working capital and net worth; 

“That the rules of eligibility for re- 


discount at the Federal Reserve banks 
be modified so that paper shall not be 
ineligible merely because it has a 
maturity as great as six months, nor 
because of the number of times it has 
been renewed; 

“That bank examiners be instructed 
to abandon the classification of loans 
as ‘slow’ so that loans will be criticized 
only on the basis of doubt as to their 
repayment or the certainty of loss, and 
that examiners be more closely super- 
vised and given more specific instruc- 
tions by the examining authorities, to 
assure greater uniformity of policy.” 

Some very informative comments on 
banking practice are contained in the 
Viner report, particularly regarding 
so-called working capital or slow loans, 
defined as a loan to finance a continuing 
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series of transactions. In accepted 
banking theory it has always been 
taught that banks should make only 
self-liquidating loans, it is declared, 
but in practice banks have never con- 
fined themselves to this type of loan 
and have regularly financed the pur- 
chase of equipment and buildings and 
supplied permanent working capital 
for investment in inventories and sup- 
plies and to cover accounts receivable, 
loans which could not be paid out of 
turnover but only very slowly amor- 
lized out of profits. Before the depres- 
sion it was common banking practice 
to let such loans run year after year so 
long as the interest was paid and the 
borrower’s financial condition was 
sound. 

“The most striking difference be- 
tween the present situation and that 
which prevailed for many years prior 
to the advent of the present depres- 
sion,” says the Viner report,” is the 
disfavor into which these working 
capital loans, nominally short-time, 
but really long-run, have fallen. This 
disfavor is evident in the attitudes both 
of bank examiners and of bankers. 
Many examiners have been pressing 
the banks to secure drastic curtailment 
of loans classified as ‘slow,’ pretty much 
regardless of the quality of security, 
and this attitude seems to have the 
approval even of many bankers.” 


O substantiate this, the Viner re- 

port cites instance after instance un- 
covered in the field investigation to 
show the demand for capital loans 
formerly supplied by banks but now 
unobtainable. In addition it was 
found that many bankers insist that a 
loan be self-liquidating within a com- 
paratively short time, six months or 
even 90 days. What the report terms 
“this wave of righteousness” among 
banks and bank examiners is said to 
account for most of the discontent over 
the unavailability of bank credit. 

The report warns that with any ex- 
pansion in business activity there will 
be an increased demand for working 
capital loans, particularly for smaller 
concerns which do not have access to 
the securities market and whose only 
other source of credit, the real estate 
mortgage loan market, is at present 
extremely restricted. 

The attempt to establish new and 
stricter standards of banking not only 
interferes with new capital loans but 
also causes great pressure for liquida- 
tion of sound old loans, it was found. 
During the period of rapid liquidation 
of bank deposits before the banking | 
holiday, a strong pressure for liquida- 
tion of old debt at the banks was set 
up, and in many, though by no means 
all, banks this pressure for liquidation 
has never been relaxed. Borrowers who 
have been able to keep up their interest 
throughout the depression (See page 32) 
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_ the past few years 


the number of bank robberies has 
grown at an alarming rate. 

No bank, whatever its geographi- 
cal location, is immune from attack. 
Daylight hold-ups have occurred as 
easily in the metropolitan areas as 
well as in smaller banks in the mid- 
dle west. Most banks have protective 
equipment of one sort or another. All 
banks should now give even more 
serious consideration to the matter 
of adequate protection. We believe 
the York Safe & Lock Company can 
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This ledger shows a sepa- 
LIABILITY LEDGER rate balance for maker 
sian ais , (direct) and endorser (in- 

direct) liability. 

AUTHORIZED LINE OF CREDIT NAME 0D J SMITH On this ledger only direct 
o 4 liability is posted and an- 
19 nai ADDRESSM36 ADAMS AVE. * 

19 other sheet is used for 
indirect liability. 
I= 40. | NEWNO. | co-MAKERS (DESIGNATES ») DATE DUE NEW NOTE. ele | NOTE PAIC Dare oF BALANCE 
MAKERS “Oceire R “Sneorrs. TRANSACTION ENOORSER COLLATERAL MAKER Here the ledger has 5 sepa- 
prae: pry itr an poe & $953 | 20000 2,100.0 3,185.0 rate balances (endorser, 
; A 85.00 : : 
47.91| HENRY FRENCH  |SEPT 19 |  224.00/E Aus 19 424.00 ” time secured, time un- 
32.95 D J SMITH OCT 11 CIP] 1,000.00S5€P 11 1,100.00 secured, demand secured, 
demand unsecured) and a 
combined balance of all. 
| | | | Under these or any other loan 
| | | | | and discount posting plans, a 
| | | | Burroughs posts all records 
neatly, economically and accu- 
| | | | rately. 
| | | | 
| | i 
DIRECT LIABILITY 
The First National Bank 
| 
| Name R B WILLIAMS Sheet No. 
Authorized Line of Credit 
| Address 2846 TURNER AVE., 
19 
BURROUGHSVILLE, MICH 19 
Old Number ~| New Number [Rate ENDORSER OR COLLATERAL Date Paid Date Due New Notes Payments Date Balance 
1.82/6 | R B WILLIAMS MAY 26 3,500.00 APR 26 33 = 3,500.00 
| 1.82 7.26|6 | R B WILLIAMS JUL 26 1,000.00] 3,500.00 | my 2733 1,000.00 
| 12.8216 | RB WILLIAMS JUL 26 2,150.00 JUN 26 33 3,150.00 
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AND DISCOUNT PLAN 


Liability ledgers of three different loan and discount posting 
plans are illustrated. Each was posted completely, including 
all typewritten description, on a Burroughs Loan and Dis- 





count Machine. No matter what posting plan you are using 
there is a Burroughs that exactly fits the work and will post 
all records neatly, accurately and economically. Special 
Burroughs features speed up and simplify the posting. 


Call our nearest office for details 





BURROUGHS ADDING MACHINE COMPANY 


Burroughs Loan and DETROIT, MICHIGAN 
Discount Machine 
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oo. LIABILITY LEDGER 
THE ARNOLO CO)Ct™” 





NAME 

















ADDRESS 486 LIGHT BLDG. 
—. NoMEER fee rarer | ee eet ae : - a . ‘ : aE = ser 
9817 | THE ARNOLD co MAY t 41,000.00 1,000.00; FER 
98 7 | THE ARNOLD Co oe 500.00 . 500.00 
1.98/7 | THE ARNOLD CO JUN 1 5,000.00 5,000.00 : MAR 
4.5517 | THE ARNOLD CO DEM 40,000.00 a 10,000.00 
3.0017 | JAMES SMITH JUN 5 135.78 135.78 coe = PR 
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(From page 29) and to make small pay- 
ments on the principal, now find 
themselves handicapped not only by 
the impossibility of getting new work- 
ing capital through banking chan- 
nels, but also by the steady drain of 
their working funds to repay their old 
debts. ‘This liquidation of old debts 
is possibly a more serious disturbing 
factor in the present business situa- 
lion than is the difficulty borrowers 
have in getting new working capital 
loans.” 

The situation caused by the liquida- 
tion of closed banks is sufficiently 
serious to business men who are 
debtors, the Viner report points out, 
but the same sort of liquidating pres- 
sure from open banks makes things far 
worse. A great many actual cases are 
given in the report to bear out these 
conclusions. In many cases it is clear 
that pressure from bank examiners or 
the attitude of Reconstruction Finance 
Corporation officials was responsible 
for these liquidation attempts. As the 
investigators point out, a business man 
who is being pressed to pay off an 
existing loan will not even make appli- 
cation fer a new loan, even though his 
business is sound and is in great need 
of credit for expansion. 

Admitting that slow loans proved 
embarrassing to banks during the 
period of deposit withdrawals, the re- 


LEGAL DIGES 


Joint Parties 


Under a Florida statute providing 
that parties primarily and secondarily 
liable on a negotiable instrument may 
be sued in a single proceeding, suit was 
brought against the maker and three 
endorsers. A verdict was obtained 
against the maker, but not against the 
three endorsers. 

The holder of the instrument then 
asked for a new trial against the three 


endorsers and this was granted. The 
endorsers appealed, setting up the 
plea that as judgment had_ been 


obtained against one of the four joint 
defendants after trial, there could be 
no further proceeding against the 
remaining three. 

Ordinarily, the court intimated, this 
might be true, but the Florida statute 
authorizing the joinder of all parties as 
defendants in one suit in an action on a 
negotiable instrument, permitted a 
proceeding that is joint in form 
only. 

It does not mean that the liability of 
the parties is merely a joint liability 
to be shared by them. Each party is 
still subject to his individual liability, 
and the law will treat the situation as 
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THE VINER SURVEY 


port states that it is not evident that 
slow loans contributed disproportion- 
ately to the insolvency of banks, 
adding, ““The importance of liquidity 
of bank assets, as distinguished from 
soundness, has been greatly reduced 
by the establishment of a system of 
federal deposit insurance. It could be 
reduced still further by making sound 
working capital loans rediscountable at 
the Federal Reserve banks.” 


N_ discussing complaints against 

bank examiners, many of the field 
investigators reported that the bank 
examiners have reversed their policies 
in the past three years. Previously 
they were too lenient and now they 
are too strict. Some bankers com- 
plained that the examiners would not 
let them do a banking business; others 
said they were willing to make loans 
but the attitude of the examiners pre- 
vented; others said they were satisfied 
with the soundness of loans which the 
examiner had listed as questionable 
without knowing any of the facts. 
Commenting on these discoveries, the 
Viner report says: ~ 

“If such practices on the part of 
examiners are ever proper they are 
assuredly entirely out of place in the in- 
cipient stages of a recovery from a pro- 
tracted depression. If these methodsare 
to be used at all, it should be in a period 


(From page 22) 
if a separate suit had been brought 
against each one. 

The desirability of such a statute 
for a bank endeavoring to recover on a 
negotiable instrument by legal action 
is obvious. The saving in both time 
and expense would in many cases be 
most substantial. In states lacking a 
statute similar to that of Florida, a 
separate suit against each party on his 
individual liability would probably be 
required. It would be difficult to find 
a technical, procedural problem of 
greater practical importance. (State 
ex rel. Mitchell vs. Parks, 155 Southern 
Reporter, 819.) 


Lien Right 


A corporation entered into a con- 
tract with a firm of builders to erect a 
building for the corporation. During 
the progress of the work the builders 
made demand on the corporation for a 
payment on account considerably in 
excess of the amount which the cor- 
poration was then able to pay. 


An arrangement’ was_ reached 
whereby the corporation gave its 


notes to the builders for the unpaid 
amount, and the members of the cor- 


when a restrictive policy is desirable. 

“If it is a fact, as the evidence pre- 
sented herein indicates, that bank 
supervisory agencies through the ex- 
aminers and their superior officers have 
exerted a restrictive influence on the 
lending policies of banks, their action is 
partially excusable. These agencies 
were faced with an unprecedented 
situation in 1933 when every bank in 
the country was closed. It was their 
responsibility to see that only sound 
banks were permitted to re-open and 
subsequently to become members of 
the Temporary Insurance Fund. Un- 
der these circumstances it was only 
natural that all of the persons charged 
with any responsibility in this matter 
would tend to be unduly rigid in ap- 
praising assets. However, such an 
attitude should not have been per- 
mitted to continue after the initial 
period of readjustment. 

“We believe that a satisfactory ex- 
amining procedure will not be obtained 
until a system of supervision of exam- 
iners is adopted by the examining 
authorities which more adequately 
promotes uniformity of policies, stand- 
ards and practices. When such a sys- 
tem is developed, it should provide 
safeguards against the arbitrary criti- 
cism and adverse classification by 
individual examiners of sound working 
capital loans.” 


T 


poration’s executive committee signed 
the notes as accommodation makers 
with the corporation. It was agreed 
that the builders should maintain and 
enforce their mechanics’ lien on the 
building for the benefit of the accom- 
modation makers until the money 
was paid. 

The notes remaining unpaid, the 
builders brought suit against the 
accommodation parties, who set up 
the defense that the builders had re- 
leased their lien on the building instead 
of enforcing it for the benefit of the 
accommodation makers. Against this 
contention the builders pointed out 
that no such defense was set forth in 
the Negotiable Instruments Act, under 
which the accommodation makers were 
liable. 

The court ruled that, regardless of 
the Negotiable Instruments Act, an 
accommodation party to a negotiable 
instrument is entitled to an “‘equitable 
defense’’ based on the failure of the 
payee to preserve a security held by 
the payee or the relinquishment of 
such security by the payee to the 
detriment of the accommodation party. 
(Rommel Bros. vs. Clark, 74 South- 
western Reporter, Second Series, 933.) 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 


4070-2-35 














